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PART I 


FOREIGN COMMERCE UNDER THE SHERMAN ACT—POINTS 
AND IMPLICATIONS OF THE TIMKEN CASE* 


By S. Chesterfield Oppenheim** 


The purpose of this discussion is to highlight the points in the recent Supreme 
Court decision in Timken Roller Bearing Company v. United States! and to suggest 
its implications for the legal counselor on antitrust problems affecting the interna- 
tional trade and commerce of American companies which seek to promote their over- 
seas markets. The writer does not purport to go behind the findings of fact to which 
both the majority and dissenting opinions refer. To do so would require a full-scale 
presentation of parts of the voluminous record evidence in this case regarding issues 
on which the defense questioned the correctness of the findings of fact. Such diver- 
gent appraisals of the evidence are quite characteristic of these “Big Case”? antitrust 
proceedings. 


Findings of Fact and Majority Decision 


Based upon the findings of fact of the District Court,? as sustained by the 
majority of the Supreme Court,* the Timken case should be classified as an inter- 
national cartel arrangement in violation of Sections 1 and 3 of the Sherman Act. 
It is simply another one of a series of cases where the federal courts have served 
notice that American antitrust policy is synonymous with American anti-cartel 
policy. The Supreme Court held that appellant, American Timken, a domestic 


*This article is based upon a paper originally delivered by Professor Oppenheim at the 
Annual Meeting of the American Bar Association Section of Patent, Trade-Mark and Copy- 
right Law, September 17, 1951. The author subsequently expanded the text and supplied foot- 
note documentation. 

** Professor Law, The George Washington University. 

1. 341 U.S. 593 (1951). 

2. McAllister, The Big Case: Procedural Problems in Antitrust Litigation (1950) 64 
Harv. 'L. Rev. 27. 

3. 83 F. Supp. 284 (N. D. Ohio, 1949). 

4. Justice Black delivered the opinion of the Court. Justice Reed wrote a concurring 
opinion in which the Chief Justice joined. Separate dissenting opinions were written by Justice 
Frankfurter and Justice Jackson. Justice Burton and Justice Clark took no part in the con- 
sideration or decision of the case. 

5. Act of July 2, 1890, 26 Stat. 209, 15 U. S. C. Sec. 1 et seq. 

6. United States v. American Tobacco Co., 221 U. S. 106 (1911); United States v. 
National Lead Co., 63 F. Supp. 513, mod. & aff'd, 332 U. S. 319 (1947); United States v. 
General Electric Co., 80 F. Supp. 989 (S.D. N. Y. 1948); United States v. General Electric 
Co., 82 F. Supp. 753 (D.N. J. 1949); United States v. United States Alkali Export Ass’n, 86 
F. Supp. 59 (S.D. N. Y. 1949); United States v. Minnesota Mining & Mfg. Co., 92 F. Supp. 
947 (D. Mass. 1950); United States v. Imperial Chemical Industries, Ltd., 100 F. Supp. 504 
(S. D. N. Y. 1951). 

In the Imperial Chemical Industries case, supra, the Government charged that DuPont 
deNemours & Company, Imperial Chemical Industries and Remington Arms Company had 
combined and conspired to restrain interstate and foreign commerce of the United States in the 
manufacture and sale of chemical products and sporting arms and ammunition in violation of 
Section 1 of the Sherman Act. The principal activities attacked were a series of Patents and 
Processes Agreements and the operation of certain jointly owned companies. The Government 
contended that the main purpose of the conspiracy was to divide world markets with accom- 
panying prevention and restraint of competition between the defendants and from third persons. 
The District Court concluded that the Government had proved its case. The court found that 
the agreements and jointly operated companies were means of accomplishing an over-all con- 
spiracy to divide world markets. No ruling was made on the per se validity of the individual 
agreements. Among the products found to be included in the conspiracy were nylon, polythene 
and neoprene. Separate hearings on questions of relief will be held. In this article, only passing 
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corporation, had combined and conspired with British Timken (British Timken, 
Ltd.) and French Timken (Societe Anonyme Francaise Timken), two foreign cor- 
porations, to restrain foreign commerce in the following respects: (a) a world-wide 
allocation among these companies of manufacturing and sales territories for anti- 
friction tapered bearings; (b) with certain limited exceptions to this division of 
markets, sales of bearings of one company in the markets of the other were made 
at fixed prices; (c) each company cooperated with the other to protect their allo- 
cated markets and to eliminate the competition of outsiders; and (d) the three com- 
panies participated in a foreign cartel with others to restrict imports into, and exports 
from, the United States. The conspiracy was found to be the outgrowth of agree- 
ments dating back to 1909, when the antitrust climate was not so frigid, and followed 
in the 1920’s and 1930’s by other agreements. The agreements provided for the 
licensed use of the trade-mark “Timken” by British and French Timken. 


The key finding of fact was the central purpose of the agreements to create a 
world-wide cartel in antifriction tapered bearings. Accepting this finding, the 
Supreme Court concluded that the main purpose and the means used to buttress it 
were unlawful. This crumbled the defenses earnestly presented by defense counsel, 
who contended that the District Court’s findings were clearly erroneous, and that 
the restrictive provisions were justified as being ancillary to the licensing of the 
trade-mark “Timken,” and ancillary to a joint venture among the three Timkens. 


Under the terms of the agreements, British and French Timken were prohibited 
from making, selling or dealing in bearings except under the mark “Timken.” These 
provisions were found to be secondary to the central purpose of allocating trade 
territories. Assuming that American owned the Timken mark in the areas allocated 
to British and French Timken,’ Justice Black said that “A trade-mark cannot be 


reference is made to certain findings of fact and conclusions of law in the ICI case in relation 
to the text discussion of the Timken case. Judge Ryan relied heavily upon documents intro- 
duced by the Government, including certain unsigned documents from the files of the ICI. The 
latter documents were admitted in evidence on the ground that “there is sufficient circum- 
stantial proof to establish that they are authentic records and declarations of an agent of 
ICI * # #.” 


The defense was presented essentially along the lines that: (a) the Patents and Processes 
Agreements were lawful and were not, as the Government charged, mere devices for masking 
the true purpose of the parties; (b) viewed as a whole, the provisions of the Patents and 
Processes Agreements promoted the trade and commerce of the United States; (c) the jointly 
organized companies were lawful ventures and their operations were not in restraint of United 
States trade; and (d) the cancelation of the lawful basic Patents and Processes Agreements, 
the termination, long prior to the suit, of other agreements of which the Government com- 

lained, and the lawful operations of the jointly owned companies, taken together showed no 
Dasis for action by a court of equity. The foregoing positions are summarized from the Brief on 
Principal Issues of Law submitted by duPont. 


7. In the trial of the case, the extent of American Timken’s ownership of the mark 
“Timken” was put in issue. The Government claimed that American Timken did not own, and 
therefore could not license, the mark “Timken” in many countries allocated to British and 
French Timken. American Timken, however, contended that it owned the mark “Timken” 
either by registration or as equitable owner, in all important areas of the world. It further 
claimed that since registration is not the sole test of ownership of a mark, the fact that 
American Timken was unable to obtain registration was unimportant. This issue raised 
numerous interesting questions of the common law and of statutory registration of marks. The 
majority opinion of the Supreme Court avoided consideration of these questions by stating: 


“Nor can the restraints of trade be justified as reasonable steps taken to imple- 
ment a valid trade-mark licensing system, even if we assume with appellant [American 





42 T.M.R. FOREIGN COMMERCE—THE SHERMAN ACT 5 


legally used as a device for Sherman Act violation.” To the majority this appar- 
ently meant that the Timken mark was being misused as an active instrumentality 
for creating and implementing an international cartel arrangement, which, more- 
over, sought to control the making and sale of antifriction bearings even when the 
products did not carry the mark. In saying further that the Trade-Mark Act of 
19468 itself penalizes the use of a mark “to violate the antitrust laws of the United 
States,” the majority opinion inferentially supports the view that the Trade-Mark 
Act makes the antitrust defense available to negative incontestability only when the 
mark is itself being used as an effective tool and component element of antitrust 
violation.!° 

The Timken case is the first one in the Supreme Court to present squarely the 
antitrust misuse of a trade-mark analogous to antitrust misuse of patent rights. The 
only other litigated case of that nature is the General Electric lamp case.11_ The 
District Court there held that the “Mazda” mark was one of the means of reinforc- 
ing an unlawful purpose to dominate the industry and to fix uniform prices in 
violation of the Sherman Act. 


Application of Conspiracy Doctrine to a Corporation and Its Subsidiaries 
or Affiliates 


The Timken case stirred up anew the puzzling question raised in earlier anti- 
trust cases: can a corporation conspire with its subsidiaries or affiliates in violation 
of the Sherman Act? The majority opinion answers this question in the affirmative 
by saying: “The fact that there is common ownership or control of the contracting 
corporations does not liberate them from the impact of the antitrust laws.” This 
reaffirms the similar proposition in the first appeal in the Yellow Cab case!” that 
“The corporate interrelationships of the conspirators * * * are not determinative of 
the applicability of the Sherman Act.” The Schine Theatre!® and Kiefer-Stewart 
cases announce the same doctrine. These propositions deny the contention that a 
parent and its subsidiaries must always be treated as a single firm and hence cannot 


Timken] that it is the owner of the trade-mark ‘Timken’ in the trade areas allocated to 

the British and French corporations.” (Emphasis supplied. ) 

It is also noteworthy that no mention of the trade-mark questions is made in the dis- 
senting opinions of Justices Frankfurter and Jackson. 

8. 60 Stat. 427, 15 U. S. C. Sec. 1051 et seq. 

9. Section 33(b) (7) of the Act provides that it shall be a defense to an otherwise in- 
contestable mark registered on the Principal Register that “the mark has been or is being used 
to violate the antitrust laws of the United States.” Possible interpretations of this section are 
discussed in Handler, Trade-Marks and the Anti-Trust Laws (1948) 38 T. M. R. 387; Timberg, 
Trade-Marks, Monopoly, and the Restraint of Competition (1949) 14 L. & Contemp. Prob. 323. 

10. Justice Black said that American Timken’s “premise that the trade restraints are 
only incidental to the trade-mark contracts” is refuted by the District Court’s finding and that 
“the agreements in this case went far beyond protection of the name “Timken’.” These com- 
ments should be read with the Justice’s footnote that the reason for the penalty provision in 
Section 33(b) (7) of the Trade-Mark Act of 1946 was that “trade-marks have been misused 
#* # # have been used in connection with cartel agreements,” citing 92 Cong. Rec. 7872. 

11. United States v. General Electric Co., 82 F. Supp. 753 (D. N. J. 1949). 

12. United States v. Yellow Cab Co., 332 U. S. 218 (1947), but see second appeal, 338 
U. S. 338 (1949). 

13. Schine Chain Theatres, Inc. v. United States, 334 U. S. 110 (1948). 

14. Kiefer-Stewart Co. v. Joseph E. Seagram & Sons, Inc., 340 U. S. 211 (1951). See 
United States v. Richfield Oil Corp., 99 F. Supp. 280 (S.D. Calif. 1951), appeal pending, 
United States Supreme Court. 
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be charged with conspiring with itself. Justice Black, accepting the finding of the 
District Court that the dominant purpose of the restrictive agreements among the 
three Timkens was to avoid all competition, concluded that these agreements between 
legally separate persons and companies could not be justified as trade restraints 
merely incidental to an otherwise legitimate “joint venture.” 


Justice Jackson, dissenting in Krulewitch v. United States,!° showed his distaste 
for the “loose practice” of applying the conspiracy doctrine characterized by him as 
an “elastic, sprawling and pervasive offense.” In his Timken dissent, he carries 
this one step further by warning against a severely technical application of the con- 
spiracy concept to foreign commerce. To Justice Jackson, the majority opinion 
means that “foreign subsidiaries organized by an American corporation are ‘separate 
persons,’ and any arrangement between them and the parent corporation to do that 
which is legal for the parent alone is an unlawful conspiracy. I think that result 
places too much weight on labels.”?® 


Justice Jackson’s dissent makes no sharp distinction between a parent corpora- 
tion and its subsidiaries and affiliation through intercorporate acquisitions of stock. 
At the time of the final judgment of the District Court neither British Timken nor 
French Timken was a wholly owned subsidiary of American Timken. American 
Timken held 30.25 per cent of the ordinary shares of British Timken and 50 per 
cent of the outstanding stock of French Timken.!7 However, the objection of Justice 
Jackson to a spreading use of the conspiracy concept does not depend upon whether 
a parent company organizes a wholly owned subsidiary or whether one corporation 
acquires stock in a competing corporation. His main point is that, in either event, 
too much weight should not be placed upon the conspiracy label when two or more 
corporate entities do what would not be illegal for a single corporate entity to do. 
His attitude is expressed in these words: 


“The philosophy of the Government, adopted by the Court, is that Timken’s con- 
duct is conspiracy to restrain trade solely because the venture made use of subsidiaries. 
It is forbidden thus to deal with and utilize subsidiaries to exploit foreign territories, 
because ‘parent and subsidiary corporations must accept the consequences of main- 
taining separate corporate entities, and that consequence is conspiracy to restrain 
trade.” 





15. 336 U. S. 440 (1949). 

16. Justice Jackson referred to the colloquy during oral argument between the Chief 
Justice and Mr. Epes, Government counsel. As reported in 13 Law Week 3291 at 3292-93, the 
pertinent portion on the single entity versus two entities in relation to conspiracy is as follows: 

‘“# * * the Chief Justice asked: ‘Assuming American Timken had 100 per cent ownership 
of French Timken, would that make any difference with regard to the division of the markets?’ 

“Mr. Epes: ‘No, it would not. That would still be a conspiracy.’ 

“(The Chief Justice: ] ‘In other words, they could not conspire with themselves?’ 

“Insisting that, in such a situation, a corporation was not conspiring with itself but with a 
separate entity, Mr. Epes said, ‘Parent and subsidiary corporations must accept the consequences 
of maintaining separate corporate entities.’ 

“The Chief Justice: ‘Suppose the same corporation operated plants in France, Great 
Britain, and America. Would it be violating the Sherman Act?’ 

“{Mr. Epes:] “That would not be a conspiracy. You must have two entities to have a con- 
spiracy. * * * While the courts sometimes look beyond corporate entities, they do so when it 
will serve the public interest, not when it will serve the interest of particular individuals.’ ” 

17. One Michael Dewar, an English businessman, held approximately 25 per cent of the 
outstanding ordinary shares of British Timken and 50 percent of the outstanding stock of 
French Timken. See infra note ... 
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It is disturbing to contemplate how a vagrant and mechanical per se application 
of the conspiracy doctrine to corporate subsidiaries or affiliates would distort the 
realities and business necessities of modern corporate organization. An attorney 
should take heed of the prevailing Supreme Court view that common ownership or 
control of corporate entities does not itself provide a “single firm” escape-hatch 
from the conspiracy doctrine under the Sherman Act. At the same time, he should 
consider that the courts might well be resistant to forcing existing subsidiaries or 
affiliates into one fused entity in order that they may avoid the deep thrust of the 
conspiracy doctrine. 

Justice Jackson properly cautions against carrying the “two corporate entities” 
theory of conspiracy to its drily logical and conceptual extreme. The courts can 
check such a legal octopus by insisting upon clearly supported findings of fact that 
the parent and its subsidiaries or affiliates conspired internally, or with outsiders, to 
achieve an unlawful main purpose, or to accomplish a lawful objective by unlawful 
means. In the Timken and two prior Supreme Court cases,!® as well as in the 
General Motors case in the Seventh Circuit Court of Appeals,!® the multiple entity 
conspiracy was based upon such crucial findings of fact. In the second appeal in the 
Yellow Cab?° case on the merits, the Supreme Court affirmed a judgment for the 
defendants because the government failed on all the evidence to prove the conspiracy. 
The real issue, therefore, is the antitrust misuse of the relationship of a corporation 
and its subsidiaries or affiliates, not the relationship as such. Under existing doc- 
trine, the related companies may be found in violation of Section 1 of the Sherman 
Act by contractual arrangements, or by a combination or conspiracy, for objectives 
and by means deemed to be illegal per se, or may be found to be an unreasonable 
restraint of trade based upon proof of effects or intent, or both.21_ Under Section 2 
of the Sherman Act, the violation may result from similar arrangements between 
related companies based upon proof of the mere existence of monopoly power, or 
upon proof of a specific intent to monopolize or an attempt to monopolize. So far 
as foreign commerce is concerned, in the absence of the international cartel aspects 
such as existed in the Timken case, an attorney should not discourage an American 
company from setting up foreign subsidiaries or from affiliating with foreign corpo- 
rations in the belief that such an arrangement is a “red light” conspiracy prohibition 


in all circumstances. 


“Rule of Reason” Rationale of Dissenting Opinions 


This brings us to the underlying rationale of the dissenting opinions of Justices 
Jackson and Frankfurter. Both Justices espouse a “rule of reason” approach under 
the Sherman Act to foreign commerce arrangements of American companies. Jus- 


18. United States v. Crescent Amusement Co., 323 U. S. 173 (1944); Schine Chain 
Theatres, Inc., supra note 13. 

19. United States v. General Motors Corp., 121 F. 2d 376 (C. C. A. 7th, 1941), cert. 
denied, 314 U.S. 618 (1941). 

20. United States v. Yellow Cab Co., 80 F. Supp. 936 (N.D. Ill. 1948), aff'd 338 VU. S. 
338 (1949). 

21. Compare Kramer, Does Concerted Action Solely Between a Corporation and Its 
Officers Acting on Its Behalf in Unreasonable Restraint of Interstate Commerce Violate Section 
1 of the Sherman Act? (1951) 11 Fed. Bar. J. 130. 
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tice Jackson really disagreed with the finding of fact that the central purpose of 
the Timken agreements was to exclude competition. His dissent began with this 
statement: 
“TI doubt that it should be regarded as an unreasonable restraint of trade for 
an American industrial concern to organize foreign subsidiaries, each limited to 


serving a particular market area. If so, it seems to preclude the only practical means 
of reaching foreign markets by many American industries.” 


Justice Jackson felt that even if “the most strict conspiracy doctrine” is applied, 
“we still have the question whether the arrangement is an unreasonable restraint of 
trade or a method and means of carrying on competition in trade.” In down to 
earth language, he characterized the Timken agreements as a means of waging or 
meeting competition in foreign markets where American companies must also face 
various legal barriers to doing business created by many foreign governments. His 
version was that “Timken did not sit down with competitors and divide an existing 
market between them. It has at all times, in all places, had powerful rivals.” To 
meet their competition in foreign markets, he said that American Timken joined 
others in creating the British and French companies and allotted exclusive territories 
to each company. He justified this arrangement by saying: 


“Since many foreign governments prohibit or handicap American corporations 
from owning plants, entering into contracts, or engaging in business directly, this 
seems the only practical way of waging competition in those areas.”’22 


The force of this reasoning was brought to bear further by Justice Jackson’s 
willingness to distinguish domestic commerce from foreign commerce in limiting the 
application of the conspiracy doctrine and in applying the “rule of reason” to foreign 
commerce. His concluding observations reveal this rationale as follows: 


“In a world of tariffs, trade barriers, empire or domestic preferences, and various 
forms of parochialism from which we are by no means free, I think a rule that it is 
a restraint of trade to enter a foreign market through a separate subsidiary of limited 
scope is virtually to foreclose foreign commerce of many kinds. It is one thing for 
competitors or a parent and its subsidiaries to divide the United States domestic 
market which is an economic and legal unit; it is another for an industry to recog- 
nize that foreign markets consist of many legal and economic units and to go after 
each through separate means. I think this decision [of the majority] will restrain 
more trade than it will make free.” 


In net effect, Justice Jackson’s view would reach the same result as though 
American Timken had acted within permissible legal limits by establishing separate 





22. During oral argument, reported in 19 Law Week 3292, Justice Jackson asked Mr. 
Epes, Government counsel: 

“{Justice Jackson:] ‘Why don’t you tell us what these people have done that hurts 
American trade? * * * We have already argued these cases among ourselves and we all have 
our own notions about the law. I doubt that you can change these notions, so tell us what these 
companies did that harmed the American public. * * * Did the agreement by the French and 
British companies not to sell bearings in the United States reduce the imports of bearings to 
this country?” 

“{Mr. Epes:] ‘Yes, imports were reduced because the companies had specifically agreed 
not to ship bearings here.’ 

“{Justice Jackson:] ‘But is there any evidence that such imports would have occurred if 
the agreements had not been made?” 

“Mr. Epes: ‘Yes, the district court found that competition would have increased if this 
agreement had not been made. * * *” 
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foreign departments, divisions, or plants within its own single corporate organization, 
with selection of customers, territorial allocations and price policies determined by its 
top management. 

Approving Justice Jackson’s dissenting views in substance, Justice Frankfurter’s 
brief dissenting opinion likewise calls for a “rule of reason” application to foreign 
commerce activities of American companies. A plea for emancipation from the 
tyranny of words and phrases is disclosed in this statement: 

“Even ‘cartel’ is not a talismanic word, so as to displace the rule of reason by 
which breaches of the Sherman Act are determined. Nor is ‘division of territory’ so 


self-operating a category of Sherman Law violations as to dispense with analysis of 
the practical consequences of what on paper is a geographic division of territory.” 


Justice Frankfurter agrees with Justice Jackson that distinctions should be 
made between arrangements affecting solely domestic commerce and like arrange- 
ments affecting foreign commerce. He thought that American Banana Co. v. United 
Fruit Company, ** while different on its facts from the Timken case, “does point to 
the fact that the circumstances of foreign trade may alter the incidence of what in 
the setting of domestic commerce would be a clear case of unreasonable restraint of 
trade.” Disclaiming any power of the Court “to formulate economic policy as to 
foreign commerce,” he joins Justice Jackson in stressing the barriers to foreign com- 
merce as follows: 

“When as a matter of cold fact the legal, financial, and governmental policies 
deny opportunities for exportation from this country and importation into it, arrange- 
ments that afford such opportunities to American enterprise may not fall under the 


ban of a fair construction of the Sherman Law because comparable arrangements 
regarding domestic commerce come within its condemnation.” 


The majority opinion of Justice Black repudiates this “rule of reason” approach. 
Refuting the argument that what American Timken has done was reasonable in 
view of the current foreign trade conditions, Justice Black said: 


“This position ignores the fact that the provisions of the Sherman Act against 
restraints of foreign trade are based on the assumption, and reflect the policy, that 
export and import trade in commodities is both possible and desirable. Those pro- 
visions of the Act are wholly inconsistent with appellant’s argument that American 
business must be left free to participate in international cartels, that free foreign com- 
merce in goods must be sacrificed in order to foster export of American dollars for 
investment in foreign factories which sell abroad. Acceptance of appellant’s view 
would make the Sherman Act a dead letter insofar as it prohibits contracts and con- 
spiracies in restraint of foreign trade. If such a drastic change is to be made in the 
statute, Congress is the one to do it.” 


Elsewhere this writer has urged a “rule of reason” approach to certain types of 
antitrust situations.24 The Jackson-Frankfurter plea for weighing all of the factors 
affecting the differentiated conditions governing foreign commerce as against domes- 


23. 213 U. S. 347 (1909). Compare United States v. Sisal Sales Corp., 247 U. S. 268 
(1927) and comments of Judge Learned Hand in United States v. Aluminum Co. of America, 
148 F. 2d 416, 443-444 (C. C. A. 2d, 1945). See comments by Whitney, Trade International, 
CCH Business Practices Under Federal Antitrust Laws Symposium (1951) 171. 


24. Oppenheim, A New Look At Antitrust Enforcement Trends, CCH Antitrust Law 
Symposium (1950) 69. 
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tic commerce would contribute to such an approach. It would substitute the 
application of the standard of reasonableness to restraints of foreign commerce for 
the automatism of the per se violations in domestic commerce, such as naked price- 
fixing agreements, division of territories, combination boycotts, and the like. It 
would enable a court to judge whether a particular arrangement between an 
American and foreign companies promotes more competition than it restrains, espe- 
cially when the existing network of world trade barriers is considered. 


Despite the inroads made upon the “rule of reason” by the category of illegal 
per se restraints mentioned above, both Government and defense counsel still quote, 
in the context of different factual situations, the classic words of Chief Justice 
Hughes in the Appalachian Coals case** that “As a charter of freedom, the [Sherman] 
Act has a generality and adaptability comparable to that found to be desirable in 
constitutional provisions. * * * The restrictions the Act imposes are not mechanical 
or artificial. Its general phrases, interpreted to attain its fundamental objects, set 
up the essential standard of reasonableness.” Irrespective of whether the shoe fits 
or pinches either Government or defense in any particular case, the approach of 
Chief Justice Hughes commits to the judiciary the final say concerning what the 
general words of the Sherman Act mean. Under that view, the dissenting opinions 
of Justices Jackson and Frankfurter fall within the proper scope of judicial inter- 
pretation of the Sherman Act. If the majority view of Justice Black should continue 
to prevail on the point that the distinctions between domestic and foreign commerce 
set forth in the dissenting opinions are for Congress to make, then Congress might 
well resurvey the hard facts of legal obstacles to foreign commerce originating in 
foreign countries and to which American companies must adapt themselves in the 
normal development of their overseas business. Such a reappraisal would make rele- 
vant consideration of the relation of the exemption of export associations under the 
policy of the Webb-Pomerene Act”® to other types of activities of American enterprise 
in foreign commerce, and the whole foreign economic policy of the United States 
under contemporary world conditions.?7 


Remedy of Divestiture Denied 


Closely allied to the “rule of reason” is the outcome of the Timken case on the 
matter of divestiture as a remedy for Sherman Act violations. While five of the 
seven Justices agreed on the violation, a majority of four Justices refused to sustain 
the District Court’s decree requirement that American Timken divest itself of all 





25. Appalachian Coals, Inc. v. United States, 288 U. S. 344 (1933). 

26. Act of April 10, 1918, 40 Stat. 516, 15 U. S. C. Sec. 61-65. See divergent reactions 
to United States v. United States Alkali Export Ass’n, 86 F. Supp. 59 (S.D. N.Y. 1949) in 
(1950) 17 U. Chi. L. Rev. 654; (1949) 63 Harv. L. Rev. 364; (1950) 44 Ill. L. Rev. 835; 
(1950) 28 Tex. L. Rev. 868. Cf. United States Alkali Export Ass’n v. United States, 325 U. S. 
196 (1945); Branch v. Federal Trade Commission, 141 F. 2d 31 (C.C.A. 7th, 1944). See 
generally, Diamond, Webb-Pomerene Act and Export Trade Associations (1944) 44 Col. L. Rev. 
815; Phelps, Export and the Webb-Pomerene Act, CCH Business Practices Under Federal Anti- 
trust Laws Symposium (1951) 178. 

27. This would include the effects of the Marshall Plan and the Economic Cooperation 
Agreements, the Point Four Policy, the International Trade Organization Charter, and the 
existing restrictions upon trade under the policies of foreign governments. See Bronz, The 
International Trade Organization Charter (1949) 62 Harv. L. Rev. 1089. 
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stockholding and other financial interests in British and French Timken. The 
judgment below was therefore modified by striking this provision from the decree.*° 

The minority felt that the District Court had not abused its discretion in ordering 
divestiture to prevent in the future the temptation and means of engaging in the 
prohibited conduct. Justice Black said that “Absent divestiture, it is difficult to see 
where other parts of the decree forbidding trade restraints would add much to what 
the Sherman Act by itself already prohibits.” 

The concurring opinion of Justice Reed, in which the Chief Justice joined, states 
the following reasons for concluding that an injunction against continuance of the 
objectionable Timken agreements was sufficient relief: (a) divestiture is a harsh 
remedy for which there is no specific statutory authorization and it should be used 
with discrimination, not to punish, but to assure effective enforcement, taking into 
consideration the type of violation or the availability of other effective and less harsh 
methods; (b) the National Lead case points the way to judicial restraint along the 
above lines; (c) although American Timken is dominant in the field of tapered 
roller bearings, it competes with other antifriction bearings; (d) American Timken’s 
conduct must be assumed to be otherwise lawful except for the formal agreements 
to divide territories, it had a normal growth and development, and its business 
arrangements with British and French Timken with respect to stock and contracts 
for additional stock should not be destroyed; and (e) the injunction is itself “a far 
stronger sanction against further violation than the Sherman Act alone,” it is usually 


carefully obeyed, and the Government can obtain quick and summary punishment 
for its violation, with power in the court to enforce divestiture if the injunction 


alone fails. 

For antitrust counseling guidance, the denial of divestiture in the Timken case 
is another example, along with the National Lead case in the Supreme Court, of a 
“rule of reason” application in determining the remedies for violation, even though 
no “rule of reason” was applied in determining the violation itself. The majority 
regarded divestiture as a harsh remedy in civil proceedings, a remedy it was reluc- 
tant to use when it appears to be punishment rather than a means of restoring com- 
petition. The Government’s victory was, therefore, a partial one. The indications 
are that it will continue to be difficult for Government to persuade a majority of 
the present Supreme Court to sustain a decree for divestiture, or either of the other 
two members of the triplets, dissolution and divorcement, except in the clearest cases, 
such as the motion picture cases involving divorcement of distribution and ex- 


hibition.?9 


28. Justice Reed’s concurring opinion disapproved the requirement of divestiture and 
suggested “a direction to the District Court that provisions leading to that result be eliminated 
from the decree. Such remand would also give opportunity for reconsideration of the changes 
necessary in the decree because of the remand and the death of Mr. Dewar.” 

As stated in a footnote to Justice Black’s opinion, Dewar died while appeal in the 
Supreme Court was pending. Under contracts between American Timken and Dewar, American 
Timken was entitled to purchase Dewar’s interest in British Timken, thus acquiring a 54 per 
cent stock interest in British Timken. American Timken also had a right of first refusal covering 
Dewar’s 50 per cent stock interest in French Timken, which, if exercised, would give American 
Timken 100 per cent ownership of the latter company. 

29. Viewpoints and judicial decisions on this subject are presented in Divestiture As a 
Remedy under the Federal Antitrust Laws (1950) 19 Geo. Wash. L. Rev. 119-155, a series of 
three articles: Economic Background (S. Chesterfield Oppenheim); Some Justifications for 
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Some Guides to Counseling on Foreign Commerce and 
The Anti-Trust Laws 


The Timken and other cases on foreign commerce and the antitrust laws for the 
most part tell us in negative fashion what is prohibited rather than affirmatively 
what is permissible. For that reason, paramount importance attaches to the respon- 
sibility of the legal counselor who seeks to navigate his client company away from 
the “red light” prohibitions and to find “ green light” areas of legality, or areas 
where there are reasonable probabilities of creating lawful arrangements affecting 
the domestic and foreign commerce of the United States. In addition to the sugges- 
tions previously indicated in the analysis of the Timken case, the following matters 
should be given consideration. Only brief comments are made for the purpose 
of characterizing the problems, since a discussion of any one of them obviously 
could be expanded into a full-length analysis. 

Main lawful purpose. Appraise carefully the main purpose of an arrangement. 
This is the yardstick by which alleged ancillary restraints are judged.2° The main 
purpose should be of such genuine lawful substance as to withstand the strictest 
judicial scrutiny. Under the Sherman Act, the legality of an arrangement depends 
upon its impact upon American domestic commerce and the import inflow or export 
outflow of the commerce of the United States. Consequently, the main purpose 
should promote this commerce and should be free of naked restrictions of competi- 
tion outside its legal pale. Does the main purpose of the arrangement free more 
American trade than it restrains? 

In appraising the dominant purpose, the over-all picture must be in harmony 
with it. The legality of one piece of the picture may be cancelled by the 
illegality of another piece. All negotiations, written agreements, other documents, 
oral declarations and acts must manifest a sincere and good faith course of conduct 
within the ambit of the main lawful objective and untainted by any camouflage of 
tenuous technical evasions. The same observations apply to the means used to 
accomplish the principal purpose, as discussed separately below. 

The American antitrust laws have no extra-territorial application where all 
of the acts and effects are solely in a foreign country.?1_ As Justice Frankfurter in- 
timated on oral argument in the Timken case, these laws are not a “Santa Claus” 
for maintaining competition in a foreign country as such.8? It is nevertheless 





Divestiture (Sigmund Timberg); and Limitations Upon Divestiture (Jerrold G. Van Cise). 
See also, Timberg, Equitable Relief Under the Sherman Act (1950) Law Forum (Winter 
Issue) 629. 

30. The foundation opinion of Judge Taft in United States v. Addyston Pipe @ Steel 
Co., 85 Fed. 271 (C.C. A. 6th, 1898) states the doctrine of ancillary restraints of trade which 
has since been applied in Sherman Act cases in the Supreme Court. See analysis of Justice 
Stone in Apex Hosiery Co. v. Leader, 310 U. S. 469 (1940). 

31. See cases cited supra note 23. Compare following remarks during oral argument in 
the Timken case, 19 Law Week 3292: 

“Mr. Justice Jackson: ‘As I understand this, it would not be illegal under 

British and French law for British Timken and French Timken to enter this 

agreement. Would that make any difference here—the fact that you have only one 

conspirator ?” 
“Mr. Day: ‘I don’t think we want to make that argument. If we are violating 

the American antitrust laws, I doubt that we could get out merely because our 

co-conspirators are not violating the laws of their countries.’ ” 

32. The context is reported in 19 Law Week 3293: 
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realistic to bear in mind that, in the typical case, the repercussions of a program to 
develop the overseas business of an American company are likely to be reflected 
in American domestic, or foreign commerce, or both. The main purpose should 
therefore be adapted to these consequences. 


The means of effectuating a main lawful purpose present a variety of policy 
alternatives on all levels of business enterprise—research and development, produc- 
tion, and distribution. Restraints of trade or restrictive covenants, which are rea- 
sonable in scope and ancillary to a legitimate main transaction, are not in violation 
of the Sherman Act. Just as the dominant purpose of an arrangement must be 
lawful, so the means employed to accomplish it must also be lawful. Sometimes the 
means, lawful in themselves, become unlawful as parts of an over-all plan to suppress 
competition.’* In other instances, the means may fall within the class of restraints 
illegal per se, such as an agreement to fix or control prices, a boycott by combination, 
or a naked agreement for division of territories. Conversely, any one of the foregoing 
means may itself be the sole object of the scheme. 

Jointly-Owned Companies—“Joint Venture.” There is nothing illegal in the 
mere fact that jointly-owned companies are organized and used by an American 
company in foreign commerce transactions. Sometimes these joint companies are 
labeled a “joint venture” by the parties. In the prior litigated cases, these jointly- 
owned companies ran afoul the Sherman Act because of a finding of an unlawful 
main purpose buttressed by a combination or conspiracy to use the joint arrange- 
ments as a means of effectuating it. 

In the Timken case, the illegality was based upon a finding that the affiliated 
Timken companies had agreed to suppress competition and hence the restraints of 
trade were not reasonably ancillary to a “joint venture.” In the recent Imperial 
Chemical Industries case,34 the court found that certain jointly-owned companies 
of the defendants in Canada and South America were organized and operated as 
means for the accomplishment of an over-all conspiracy to divide world markets and 
to eliminate competition in violation of Section 1 of the Sherman Act. In the 
Minnesota Mining & Manufacturing Company case,®> American companies, con- 
trolling four-fifths of the export trade in coated abrasives, combined in establishing 
and operating jointly-owned factories in foreign countries and to channel their 


“Mr. Justice Frankfurter: ‘Is it the purpose of the Sherman Act to stimulate 
competition between American and foreign companies?’ 

“Mr. Epes: ‘Yes, I think it is.’ 

“Mr. Justice Frankfurter: ‘In other words, it is a “Santa Claus” for British 
competition.’ 

“However, Mr. Epes insisted that the maintenance of free competition in this 
field would benefit American exports and imports.” 

33. This accounts in part for the paucity of judicial guideposts in antitrust cases on 
the legality of various specific means of promoting overseas commerce. As in the Timken 
and Imperial Chemical Industries cases, once there is a finding of a dominant unlawful 
purpose, the means are not likely to be given separate consideration apart from the illegal 

urpose. 
’ Pd. Supra note 6. Judge Ryan, however, announced the following dictum: 

“Even if the arrangements involving joint companies abroad were considered 
independently of the other agreements, the decision of the Supreme Court in the 
Timken case would strongly indicate that they fall within the jurisdiction of the 
Sherman Act and are violative of its provisions.” 

35. Supra note 6. 
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exports through a joint export company. The defendants had agreed not to export 
to foreign countries in which the products of the foreign owned plants could be 
sold more profitably abroad. The court held that the combination violated Sections 
1 and 2 of the Sherman Act. The National Lead*® and General Electric?" cases fall 
within the pattern of utilization of foreign companies to achieve by combination or 
concerted action world-wide control, embracing both the domestic and foreign 
commerce of the United States, in violation of the Sherman Act. In all of these 
cases, the Government was able to sustain the burden of proof regarding the con- 
spiracy or combination for an unlawful main purpose and the requisite effects or 
intent, or both, under the Sherman Act. The restraint on American domestic 
or foreign commerce, or both, was found to be either an unreasonable restraint of 
trade in violation of Section 1 (or Section 3) of the Sherman Act, or, in addition, 
a violation of Section 2 of the Sherman Act by reason of the existence of monopoly 
power, or dominance of the industry with specific intent to monopolize or attempt to 
monopolize. 

It is apparent that these cases do not preclude joint arrangements when they 
are genuinely within the scope of a lawful main object and when they are accom- 
panied by reasonable restrictions ancillary to such a legitimate main purpose. Nor 
do prior cases foreclose creation of an authentic “joint venture” or partnership in 
the strict sense of that term, when tested by the legal criteria of joint control or 
management, a sharing of profits and losses, and authority of each party to act 
for the others for the common purpose.** The antitrust counselor can perform a 
valuable preventive function in bearing these considerations in mind when joint 
arrangements or a technical “joint venture” are being considered as adjuncts to 
production and distribution activities of American companies in foreign commerce 
with respect to specific products or specific markets. 

Individual action by an American company in foreign commerce still offers a 
range of permissible lawful conduct. In the Minnesota Mining & Manufacturing 
Company case,®° Judge Wyzanski emphasized this when he said: 

“# # * nothing in this opinion can properly be read as a prohibition against an 

American manufacturer seeking to make larger profits through the mere ownership 

and operation of a branch factory abroad which is not conducted as part of a com- 

bination, conspiracy or monopoly.” 

This brings us to a brief consideration of the questions presented when an 
American corporation engaged in foreign commerce acquires stock or assets of 
another corporation. 

Effect of Amendment to Section 7 of Clayton Act.4° If sanctioned by foreign 


36. Supra note 6. 

37. Supra note 6. 

38. Sometimes the expression “joint venture” is used to characterize a relationship 
which does not meet these tests. In United States v. Bausch @ Lomb Optical Co., 45 F. Supp. 
387, 398 (S. D. N. Y. 1942), mod. & aff'd 321 U. S. 707 (1944), Judge Rifkind referred 
to a vertical arrangement between a manufacturer and distributor in these words: 

“The arrangement, though not a partnership in legal form, is functionally a 
joint enterprise in which one will produce and the other market the commodity.” 

Cf. McCullough v. Kammerer Corp., 166 F. 2d 759 (C. C. A. 2d, 1948), cert. denied 
335 U. S. 813 (1948). 

39. Supra note 6. 

40. Pub. L. No. 899, 81st Cong., 2d Sess. (1950) (Celler-Kefauver Act), amending 
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law, an American company, acting alone, can normally expand its overseas business 
by building plants in foreign countries to supply the foreign markets and to import 
from them to the United States. As Justice Jackson observed, it was admitted in the 
Timken case that a single corporate entity “within its own corporate organization” 
could establish separate departments or divisions to operate foreign plants and 
thereby determine prices and allot territories with the same effect as in operations 
within the United States. The oral argument in the Timken case discloses that such 
conduct was thought to be free from the entanglements of the conspiracy doctrine.*! 

Acquisitions by an American corporation of the stock or assets of another 
domestic corporation or a corporation abroad may, however, raise questions of 
legality under the Sherman Act or under Section 7 of the Clayton Act, as amended 
in 1950.42 Assuming that such acquisitions do not fall within the reach of the 
conspiracy concept discussed in an earlier part of this paper, and further, that 
the acquisitions are untainted by restrictive covenants of unreasonable scope and 
not ancillary to a main lawful transaction, what problems confront an American 
corporation when it acquires the whole or part of the stock or assets of a foreign 
corporation? 

So far as the Sherman Act is concerned, the legality will depend upon the 
application to foreign commerce and its impact on domestic commerce of the 
principles developed in the merger cases, culminating in the most recent restate- 
ment of those principles in the Columbia Steel case.** No attempt is made to 


38 Stat. 731 (1914), 15 U. S. C. Sec. 18, 21. On problems of interpretation, see H. Rep. 
No. 1191, 81st Cong., Ist Sess. (1949); Sen. Rep. No. 1775, 81st Cong., 2d Sess. (1950) ; 
Montague, The Celler Anti-Merger Act: An Administrative Problem in An Economic Crisis 
(1950) 37 A. B. A. J. 253; (1951) 64 Harv. L. Rec. 1212; Chadwell & McLaren, The 
Current Status of the Antitrust Laws (1951) Law Forum (Winter Issue) 491, 492-496; 
Celler, The New Antimerger Statute (1951) 37 A. B. A. J. 897, (1951) 46 Ill. L. Rev. 444. 

41. 13 Law Week 3293. 

42. The following portion of the oral argument in the Timken case, 13 Law Week 
3293, is pertinent: 

“Mr. Justice Frankfurter: ‘If there had been merely the acquisition fof a 
foreign company] alone without the earlier restraints, wouldn’t the acquisition have 
been legal?’ 

“(Mr. Epes:] ‘Yes.’ 

“{Mr. Justice Frankfurter: ] ‘Assuming acquisition by itself would have been an 
innocent transaction, why should they be deprived of an acquisition which, for all 
you know, might have been carried out even though the other acts in restraint of 
trade had not occurred ?” 

“Mr. Epes suggested that even the acquisition alone might be illegal under 
Section 7 of the Clayton Act. However, he insisted that that issue need not be faced 
by the Court in this case, because the acquisition actually was part of the con- 
spiracy.” 

43. United States v. Columbia Steel Co., 334 U. S. 495 (1948). Compare doubt 
expressed by Justice Frankfurter during oral argument in the Timken case, 19 Law Week 
ISII° 

“Answering Mr. Day’s attack upon the divestiture features of the district court’s 
order, Mr. Epes pointed out that any injunction against the continuation of the 
conspiracy would be ineffective as long as American Timken owned stock in the two 
foreign companies. Moreover, in order to make the divestiture order effective, he 
revealed, the lower court also had forbidden future acquisitions of stock in the 
foreign companies. 

“Mr. Justice Frankfurter: ‘Is that valid under English law—forbidding the 
purchase of stock in the open market?’ 

“Mr. Epes: ‘Well, this is an act of the court of this country which had juris- 
diction of the American corporation.’ 

“The Justice suggested that it may not be enough that this is an American cor- 
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explore this large subject which has been fully treated in the legal periodical litera- 
ture. Comments are offered on a few unsettled questions of the relation of the 
amendment of Section 7 of the Clayton Act to acquisitions in foreign commerce. 
Section 7 of the Clayton Act, as amended, applies to the acquisition by a 
corporation engaged in commerce of the whole or part of the capital stock or assets 
of another corporation also engaged in commerce. This means that, as a jurisdic- 
tional requirement, an American acquiring corporation and the foreign corporation 
must both be presently engaged in commerce as defined in the Clayton Act.* 
The amendment to Section 7 of the Clayton Act is further limited to acquisitions 
“where in any line of commerce in any section of the country, the effect of such 
acquisition may be substantially to lessen competition, or to tend to create a 
monopoly.”’45 
Stated in summary form,*® the Government apparently must define and prove 
the relevant market and the relevant products involved in the acquisition. “Line 
of commerce” applies to substantially affected commerce in any particular product 
or products and this need not necessarily be industry-wide. “In any section of the 
country” is a difficult and vague concept to interpret. It is apparently intended to 
cover any market area in the United States in which the acquiring or acquired 
company is doing business and to embrace potential as well as actual competition. 
Any part of the domestic commerce of the United States would come within such 
an interpretation. The words “may be are intended as requiring proof of effect 
of the acquisition as creating a reasonable probability of a substantial ‘lessening 
of competition or tendency to create a monopoly. This is stricter than the test of 
effects under the Sherman Act merger cases.47 , 
From this summary, it may be seen that some acquisitions may violate Section 7 
of the Clayton Act and yet not be in violation of the Sherman Act. It is also true 
that certain acquisitions may be within the jurisdiction of the Sherman Act but 








poration in view of the fact that the agreements in question were made in foreign 
countries with foreign corporations: “There is a question in my mind whether an 
American corporation’s purchase of stock in a foreign corporation is a violation of 
the Sherman Act.’” 

44. The provision reads: 

“‘Commerce,’ as used herein, means trade or commerce among the several 
States and with foreign nations, or between the District of Columbia or any Territory 
of the United States and any State, Territory, or foreign nation, or between any 
insular possessions or other places under the jurisdiction of the United States, or 
between any such possession or place and any State or Territory of the United States 
or the District of Columbia or any foreign nation, or within the District of Columbia 
or any Territory or any insular possession or other place under the jurisdiction of 
the United States: Provided, That nothing in this Act contained shall apply to the 
Philippine Islands.” 

It is specifically provided that Section 7 

“shall not apply to corporations purchasing such stock solely for investment and 

not using the same by voting or otherwise to bring about, or in attempting to bring 

about, the substantial lessening of competition. Nor shall anything contained in this 

section prevent a corporation engaged in commerce from causing the formation of sub- 

sidiary corporations for the actual carrying on of their immediate lawful business, or 

the natural and legitimate branches or extensions thereof, or from owning and holding 

all or a part of the stock of such subsidiary corporations, when the effect of such 

formation is not to substantially lessen competition.” 

45. Compare the language of Section 3 of the Clayton Act and see interpretation in 
Standard Oil Co. of California v. United States, 337 U. S. 293 (1949). 

46. The various points summarized are considered in the discussions cited supra note 40. 

47. See United States v. Columbia Steel Co., supra note 43. 
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may be outside the jurisdiction of the Clayton Act because the acquisition does not 
involve corporations both of which are engaged in commerce as defined in the Act. 

Trade-marks and trade names. There is nothing in the Timken case to cast 
a cloud upon the exclusiveness of a technical trade-mark or secondary meaning 
trade name as such, provided the owner thereof stays within the judicially deter- 
mined limits of the good will of the mark. Government has stressed the orthodox 
concept that a mark is not a legal monopoly like a patent or copyright but is merely 
a method of identifying the source of origin of goods or services.4® This device 
enables the seller to distinguish his goods or services from those of others. It 
creates a right to be legally protected against use by another which is likely to cause 
confusion or mistake as to the source of origin. A valid mark, therefore, promotes 
competition by differentiating one’s goods or services from those of another. Owners 
of marks cannot get the full measure of protection of their private rights unless 
the public interest in preventing deception of purchasers and in safeguarding fair 
competition dealings is fostered. It should not be overlooked that prevention of 
confusion of source embraces also the protection of the mark as a symbol of reputa- 
tion, a guaranty of quality and an advertising medium.*® 

Within this range of their legitimate functions, trade-marks or secondary mean- 
ing trade names are not inherently an antitrust problem. Marks breed antitrust only 
when they are misused through contractual arrangements, combinations, conspiracies, 
or other arrangements which create restrictions upon competition of unreasonable 
scope and not ancillary to the protection of the property in the good will of the 
mark.5° Absent a finding that a mark is being misused to undermine the antitrust 
laws, the courts should avoid use of the words “monopoly” or “collusion” as mere 
catch words. Such a danger can be averted by judicial insistence upon proof of 
genuine antitrust misuse of marks. This caveat is especially pertinent to issues not 
settled by the Timken case where it was found that the “Timken” mark was used 
to implement the conspiratorial arrangements for suppression of competition. Accord- 
ingly, there was no need to decide as separable issues the common law, or statutory 
aspects under the Trade-Mark Act of 1946, of concurrent use of the same mark 
in different market areas or on truly different goods,®! quality controlled licensing 
of marks to related companies, collective and certification marks,5? and effective 
recognition of international conventions to which the United States is a party.®? 


48. Brief for the United States in the Timken case in the Supreme Court pp. 96-103. 

49. On various aspects of the scope of legal protection of trade-marks and trade see 
Callmann, Unfair Competition and Trade-Marks (2d ed. 1950); Derenberg, Trade-Mark 
Protection and Unfair Trading (1936); Nims, Unfair Competition and Trade-Marks (4th 
ed. 1947) ; Trade-Marks in Transition (1949) 14 L. & Contemp. Prob. No. 2 (Spring, 1949). 

50. See supra note 9 and Borchardt, Are Trade-Marks an Antitrust Problem? (1943) 
31 Geo. L. J. 245; Diggins, Trade-Marks and Restraints of Trade (1944) 32 Geo. L. J. 133; 
Taggart, Trade-Marks: Monopoly or Competition? (1945) 43 Mich. L. Rev. 659. On the 
Trade-Mark Act of 1946, see Robert, The New Trade-Mark Manual (1947) and annual 
reviews by Derenberg, reprinted in The Trade-Mark Reporter. 

51. See Halliday, Concurrent Registration Under the New Trade-Mark Law (1948) 
38 T. M. R. 111 and (1947) 37 T. M. R. 243. 

52. See Taggart, Trade-Marks and Related Companies: A New Concept in Statutory 
Trade-Mark Law (1949) 14 L. & Contemp. Prob. 234; Shniderman, Trade-Mark Licensing— 
A Saga of Fantasy and Fact (1949) 14 L. & Contemp. Prob. 248. 

53. See Ladas, The Lanham Act and International Trade (1949) 14 L. & Contemp. 
Prob. 269. 
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Patent Rights and Technical Information. The Timken case does not disturb 
the basic proposition that valid patent rights may provide a lawful main purpose 
to which restrictions on competition of reasonable scope are ancillary.°* This writer 
has elsewhere®> taken the position that all exclusive private rights are sanctioned 
when and because the law determines that this is in the public interest. Under the 
Constitutional provision and federal patent laws, patent rights are entitled to the 
full measure of exclusiveness commensurate with their contribution to the public 
interest. 

In the adjudicated international trade cases, the pitfalls of illegality were found 
in one or more aspects of misuse of patent rights. Such misuse may be found in an 
unlawful dominant purpose, conspiratorial action, restrictions going beyond the 
scope of existing rights in patented inventions, “tie-in clauses” covering unpatented 
subject-matter, and the like.°® If an owner of patents acts individually with refer- 
ence to his existing patents, he still has a range of legally permissible patent license 
restrictions illustrated by territorial field of use, quantity and quality, and first sale 
price restrictions,®°? or “package” licensing with royalties measured by a percentage 
of the licensee’s sales.°* The patent laws also sanction a covenant by the licensee 
to assign to the licensor improvement patents in the licensed subject matter,°? pro- 
vided that the “grant back” provision is not used as part of a plan to violate the 
antitrust laws.®° 

The Line Material case®! needs to be placed in proper perspective. On its precise 
facts, it involved a cross licensing of patents and the additional finding of a price- 
fixing agreement outside the scope of rights granted by the patent laws. This was 
accomplished by contractual agreements between the patentees and their sublicensees 
to control the sale price of the patented devices. The Line Material case therefore 
decided that the General Electric Company doctrine®? does not authorize a price- 





54. Yn Wood & Johnson, Patents and the Antitrust Laws (1950) Law Forum (Winter 
Issue) 544. 

55. Oppenheim, The Public Interest in Legal Protection of Industrial and Intellectual 
Property (1950 40 T. M. R. 613 and A New Approach to Evaluation of the American 
Patent System (1951) 33 J. P. O. S. 555. 

56. Illustrative of one or more findings of fact of this nature are the National Lead 
Company, the General Electric Company, and Imperial Chemical Industries, Ltd. cases cited 
supra note 6. See also United States v. United States Gypsum Co., 333 U. S. 364 (1948), 
340 U. S. 76 (1950); Hartford-Empire Co. v. United States, 323 U. S. 386 (1945); 
United States v. General Instrument Corp., 87 F. Supp. 157 (D. N. J. 1949). Cf. Westing- 
house Electric Corp. v. Bulldog Electric Products Co., 179 F. 2d 139 (C. A. 4th, 1950). 

57. The article by Wood & Johnson, supra note 54, contains a full discussion of patent 
license restrictions outside and within the scope of the patent grant. 

58. Automatic Radio Mfg. Co. v. Hazeltine Research, Inc., 339 U. S. 827 (1950). 

59. Transparent-Wrap Machine Corp. v. Stokes @ Smith Co., 329 U. S. 637 (1947). 

60. Compare United States v. Aluminum Co. of America, 91 F. Supp. 333, 410 
(S. D. N. Y. 1950); United States v. General Electric Co., 80 F. Supp. 989 at 1005-1006 
(S. D. N. Y. 1948). 

61. United States v. Line Material Co., 333 U. S. 287 (1948). 

62. United States v. General Electric Co., 272 U. S. 476 (1926). 

With respect to the scope of discretion of a patentee in determining the basis and extent 
of his reward or compensation for licensing of his inventions, the following statement of 
Judge Ryan in the Imperial Chemical Industries case, supra note 6, is likely to evoke con- 
siderable discussion in the law reviews. Referring to a provision in a cancelled 1907 agree- 
ment concerning payments for reciprocal exchange of patents and processes, he said: 

“This exchange of patent and process licenses, coupled with territorial limita- 
tions, can be considered legal only on the theory that it represents a legitimate 
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fixing agreement by concert of action of the cross licensed patent owners and their 
sublicensees. In the second Gypsum case,®* the Supreme Court further asserted that 
it had not reached “the issue as to whether a mere plurality of licenses, each con- 


taining a price-fixing provision, violates the Sherman Act.” It appears equally appro- 


priate to say that the Supreme Court has not yet declared illegal per se under the 
Sherman Act a mere cross license of patents of separate owners with restrictions 
otherwise lawfully within the scope of the respective patents when they are not 
cross licensed. There are straws in the wind that the Hazeltine case may not be the 
only point of recession from a strict judicial attitude toward patent license 


restrictions. ®* 


exploitation of a legal monopoly. An essential element of such legitimate exploita- 
tion is that a bona fide effort be made to exact royalties proportioned to value. Thus, 
if a patent and process agreement of the kind involved here was to provide for 
exchanges of licenses with no remuneration at all, absent an exchange equal in value, 
its efficacy as an instrument to divide markets could scarcely be questioned * * *,” 


The reader is warned that the full implications of the foregoing statement can only be 
grasped by consulting the whole context of this part and other parts of the court’s opinion 
regarding the process of evaluations of the parties to the agreements as a basis of compensa- 
tion for the cross licenses. Judge Ryan reviewed the history of those evaluations and con- 
cluded that it was “still additional evidence that the patents and processes structure was 
merely a camouflage for an underlying agreement to divide territories and markets.” He 
stressed the point that the payments were not based on a bona fide effort to ascertain 
differentials in values of the licensed subject-matter and that the primary intention was 
“to create an artificial and insubstantial differential while going through the motions of 
an evaluation,” though he conceded differences in this respect between a first evaluation 
and subsequent evaluations. 

In this footnote, the reference to the quotation from Judge Ryan’s opinion is made 
merely to indicate his position that an element of lawful exploitation of patents through 
restrictions accompanying cross licensing involves a good faith effort to exact royalties pro- 
portioned to value. In its brief on Principal Issues of Law, at p. 11, duPont, contending 
that the licenses under the Patents and Processes Agreements “were granted for tangible 
compensation on strictly business terms negotiated at arm’s length in the periodic evalua- 
tions,” relied upon the following legal propositions: 

“A patentee has the right to charge a royalty for the use of his invention and 

to fix that royalty in any amount he chooses, high or low, reasonable or unreason- 

able. He may license royalty-free, or demand licenses under patents controlled by 

the person licensed in lieu of royalty. Standard Oil Co. (Indiana) v. United States, 

[283 U. S. 163 (1931)]; United States v. General Electric Co., 272 U. S. 476 (1926).” 


63. United States v. United States Gypsum Co., 340 U. S. 76 (1950). 

64. In patent pools and cross licensing arrangements, the courts have distinguished 
between “good” pools and “bad” pools. See Wood @ Johnson, supra, note 54, at 572-574, 
where the writers conclude that “Each situation must * * * be viewed in the light of the 
surrounding facts and in accordance with the best teachings of the rule of reason.” The lead- 
ing Supreme Court decision sustaining the validity of a patent pool is United States v. 
Standard Oil Company (Indiana), 283 U. S. 163 (1931). 

A few other points are worth noting. In Automatic Radio Mfg. Co. v. Hazeltine 
Research, Inc., supra note 58, the majority opinion of Justice Minton stated that “The mere 
accumulation of patents, no matter how many, is not in and of itself illegal.” Aggregation 
of patent rights may be characteristic of industries covering a broad field of activity. 

The Government has attacked the validity of licensing of future inventions but this 
point was made in cases where the legality of this feature was not considered by the court 
independently of other restraints on which collectively violation of the Sherman Act was 
based, e.g., the National Lead and Imperial Chemical Industries cases, supra note 6. Licensing 
agreements covering future inventions, patented or otherwise, do not appear to have been 
held illegal as such but the Government has relied upon the statement of Judge Rifkind 
in the National Lead Company case, 63 F. Supp. 513 at 524, that “The agreements applied 
to patents not yet issued and to inventions not yet imagined.” In the Hazeltine case, supra, 
it is significant that the Supreme Court majority opinion did not question the validity 
of a license agreement whereby the licensor agreed to grant licenses under any and all patents 
which it owned or to which it might acquire rights for a period of ten years within the broad 
field covered by the agreement. 
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Issued patents are not the only subject-matter regarding which restrictive pro- 
visions may be reasonably ancillary to a main lawful purpose. Existing trade secret 
or other confidential information,®* including applications for patents, may consti- 
tute a lawful basis for an exchange of technical knowledge and know-how. An 
exchange of such technical information between competitors is not illegal per se 
under the Sherman Act.®® Originators of this kind of information may impose 
restrictions in connection with licensing or other transactions designed to prevent 
disclosure or use by persons other than those within the confidential relationship 
of the parties to the main transaction. Restrictions of this type are within the frame- 
work of the various theories of liability for improper disclosure or use in breach of 
confidence reposed in a person by the originator who disclosed the secret informa- 
tion to him.®? In respects similar to, but not necessarily identical with, patent 
rights,®* restrictions accompanying transactions in secret information should be 
regarded as lawful when they are reasonably ancillary to a main lawful purpose 
within the ambit of the confidential disclosure. 

In the Timken case, the exclusive exchange of inventions and know-how was 
found to be an integral part of an illegal conspiracy to suppress competition.®® The 
adjudicated cases do not hold that an exchange of technical information, whether 
exclusive’° or non-exclusive, is in itself a violation of the Sherman Act. The exchange 
becomes illegal only when the burden of proof is sustained by showing that the 
restrictions accompanying the exchange are within the class of illegal per se restraints 
of trade, other unreasonable restraints of trade, or parts of arrangements involving 
monopoly power, or dominance of an industry with intent to monopolize or attempt 
to monopolize. An exchange of secret information may also become tainted with 
similar elements of illegality when it is integrated with misuse of patent pools and 
cross licenses.71 





65. For definition and scope of this subject-matter, see 4 Restatement, Torts, Sec. 
757 (b), 759 (a) and see generally, Barton, A Study in the Law of Trade Secrets (1939) 
13 U. Cin. L. Rev. 507; 2 Callmann, op. cit. supra note 49, Ch. 14; Derenberg, op. cit. supra 
note 49, pp. 118-126; Nims, op. cit. supra note 49, Ch. XI; (1951) 64 Harv. L. Rev. 976; 
Oppenheim, Unfair Trade Practices—Cases, Comments and Materials (1950) Ch. 4, Sec. 3. 

66. United States v. National Lead Co., 63 F. Supp. 513, 532 (S. D. N. Y. 1945). 

67. See references cited supra note 65. 

68. Compare notes 54-64 supra. 

69. In the Imperial Chemical Industries case, Judge Ryan said: 


“In view of our determination that the various agreements considered were 
part of an over-all conspiracy to divide world territories, it becomes unnecessary 

to consider the per se validity of the individual agreements. It should be noted, 

however, that the Government has vigorously argued, primarily by analogy to 

United States v. Line Material Co., 333 U. S. 287 (1948), that the Patents and 

Processes Agreements were illegal on their face.” 

As an illustration pertinent to the discussion in the text, in the JCI case the Patents 
and Processes Agreement of 1939 (since cancelled) provided for cross licenses of patented 
and secret inventions, both existing and future, in certain chemical fields. The licenses 
for certain territories were exclusive and for other territories were non-exclusive. The 
defendants contended that such provisions were within the lawful scope of the rights of a 
patentee or owner of trade secrets. 

70. Compare exclusive licenses under patents. An exclusive license under a patent 
to a single licensee is clearly lawful in and of itself. In the recent decision in United States v. 
Besser Mfg. Co., 96 F. Supp. 304 (E. D. Mich. 1951), appeal pending in United States 
Supreme Court, an exclusive license to the two largest manufacturers in the field covered 
by the patent was held invalid because of a provision that the licensees must jointly agree 
to issuance of additional licenses by the licensor. 

71. See supra note 64 
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Bilateral “arm’s length” dealings. As in the domestic field, so in foreign com- 
merce, production and distribution programs for expansion of overseas business 
may require consideration of the legality of arrangements for exclusive manufac- 
turing and exclusive distribution. Apart from vertical integration of a single enter- 
prise,72 which is not inherently unlawful under the federal antitrust laws,7* an 
American company may be confronted with alternatives involving production and 
distribution of particular products by foreign companies as discussed in earlier parts 
of this paper. It remains to suggest a few problems pertaining to bargains between 
an American and foreign company for exclusive manufacturing or distribution 
arrangements. 

Under the Sherman Act a bargain for exclusive dealing is judged by the standard 
of reasonableness. In a leading case,74 an equally divided Supreme Court affirmed 
an arrangement whereby Bausch & Lomb was the exclusive manufacturer of 
unpatented pink-tinted lenses for the Soft-Lite Lens Company, the distributor under 
the trade name “Soft-Lite.” This decision should have precedent value for similar 
bargains between an American and foreign company when the dealings have an 
impact upon either the domestic or foreign commerce of the United States. 

Section 3 of the Clayton Act?> condemns exclusive arrangements in leases, con- 
tracts for sale, and sales of goods where the effect may be substantially to lessen 
competition or tend to create a monopoly in any line of commerce. It should be 
noted, however, that this section is applicable only to any person engaged in com- 
merce, as defined in the Clayton Act,7® and only when the transactions covered 
by the section involve commodities “for use, consumption, or resale within the 
United States or any territory thereof or the District of Columbia or any insular 
possession or other place under the jurisdiction of the United States.”77 If these 
jurisdictional requirements are present, there is still need for judicial clarification 
of the legal status under Section 3 of the Clayton Act of exclusive dealing bargains 
between an American and foreign company. This requires consideration of the 
implications for the field of the foreign commerce of the United States of the 
Standard Oil Company of California decision of the Supreme Court?® and subse- 
quent decisions in the lower federal courts.7? Without attempting to explore the 
many legal facets of this problem, it is suggested that differences in factual situations 
should be carefully noted. A mere bilateral arrangement for exclusive dealing 
between two companies, whether both are American companies or whether one 


72. Vertical integration has been defined as “the unified control of more than one 
successive stage in the production or distribution of goods.” Diversification has been defined 
as “production or distribution of more than one commodity.” See Hale, Diversification: 
Impact of Monopoly Policy (1950) 98 U. Pa. L. Rev. 320; Hale, Size and Shape: The 
Individual Enterprise As a Monopoly (1950 Law Forum, Winter Issue) 515. 

73. United States v. Paramount Pictures, Inc., 334 U. S. 131 (1948); United States v. 
Columbia Steel Co., supra note 43. 

74. United States v. Bausch & Lomb Optical Co., supra note 38. 

75. Act of October 15, 1914, 38 Stat. 730, 15 U. S. C. Sec. 14. 

76. For text of provision, see supra note 44. 

77. A similar limitation appears in Section 2 (a) of the Robinson-Patman Act, 49 
Stat. 1526, 15 U. S. C. Sec. 13. 

78. Standard Oil Co. of California v. United States, 337 U. S. 293 (1949). 

79. United States v. American Can Co., 87 F. Supp. 18 (N. D. Calif. 1949); United 
States v. J. I. Case Co., C. C. H. Trade Reg. par. 62,691 (D. Minn. decided Sept. 26, 1951); 
United States v. Richfield Oil Corp., supra note 14. 
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is an American company and the other is a foreign company, may have different 
legal consequences, for example, than in the Standard Oil of California case. In the 
latter situation, Standard had a system of exclusive requirements contracts with inde- 
pendent retail gasoline dealers which in the aggregate covered thousands of such 
outlets in a seven-state Western area. Moreover, in that same area, major competi- 
tors of Standard used similar exclusive dealing arrangements. 

Concluding comments. This is not the occasion to expatiate upon the role of 
the federal antitrust laws in the American economy. Suffice it to say that both gov- 
ernment and business have a common stake in the vitality of the antitrust laws as 
a major American public policy upon which a workable or effective competitive 
system under private enterprise depends. The Timken case and other cases involving 
foreign commerce under the Sherman Act demonstrate that American business must 
adapt itself to the prohibitions of the antitrust laws so far as they are applicable 
both to the foreign commerce of the United States and American interstate com- 
merce related to such foreign commerce. 

This paper has shown that while the judicial decisions on foreign commerce 
and the Sherman Act mark out a series of “dont’s,” there are still many areas of 
uncertainty in which the courts have not furnished affirmative guidance regarding 
what is legally permissible under the federal antitrust laws in the normal and com- 
petitive expansion of the overseas business of American enterprise. For that reason, 
when either government or American business has reasonable and sincere doubts 
concerning the interpretation and application of the general standards of the federal 
antitrust laws in the field of foreign commerce, the responsibility of committing such 
legal issues to adjudication in the courts must be faced. This means that on issues 
still open to ultimate testing by independent courts, both government and business 
necessarily assume calculated risks in the outcome of that judicial process of inclusion 
and exclusion. Only in that manner can antitrust enforcement be firmly grounded 
in a government of laws free from the hazards of the mere personal philosophy of 
either men of government or men of business. 
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STATUTORY CONTROL OF TRADE PRACTICES IN THE 
ALCOHOLIC BEVERAGE FIELD* 


By Charles W. Chattaway** 


The control of trade practices, which is to be found to some degree in all of 
the state alcoholic beverage control statutes as well as in the federal control 
legislation, represents an attempt to reach some of the basic causes of the evils 
which brought about Prohibition. 


The basic causes to which I refer were: 


First, the “tied house,” which may broadly be defined as a relationship 
between a manufacturer or wholesaler of alcoholic beverages on the one hand and 
a retailer on the other, whereby the latter is controlled wholly or partially by 
the former. Students of the pre-Prohibition era have shown that such tied-house 
arrangements produced harmful social conditions. For example, the absentee owner 
cared little for social consequences but high-pressured those in actual management 
of the premises to increase sales. An excess number of retail premises were estab- 
lished, since each manufacturer felt it necessary to be represented in all neighbor- 
hoods of any consequence and would establish a saloon in such, whether adequately 
serviced by existing saloons or not. Sales of alcoholic beverages were stimulated 
by various means and intemperance was encouraged. It has also been charged 
that the power derived from these closely held but widespread operations, mani- 
fested itself in a corrupting political influence beyond the reach of effective control. 


A second basic cause of the pre-Prohibition social evils was the development of 
the powerful and notorious “whiskey trust.” The whiskey trust was in effect a 
combination of producers and wholesalers. By price-fixing agreements, they con- 
trolled the price of whiskey to their own advantage. They operated in combination 
despite the federal anti-trust laws. Critics of the system have attributed the 
relative immunity of the whiskey trust to prosecution, to its deplorable political 
power. The financial resources of the whiskey trust, in great measure due to 
their conspiracy in restraint of trade, were enormous. History has it that the 
whiskey trust occupied the seat of power—not the government—either state or 
federal. 


A third basic factor at fault in the situation leading to Prohibition was the 
lack of any depth in governmental control systems. Control statutes were primarily 
revenue systems, with the accent on increasing tax collections. Some degree of 
superficial control existed in most states with reference to hours of sale, sales to 
intoxicated persons, minors, etc. But the laissez faire policy extended to the liquor 
industry as a whole, similarly as to business in general. The concept of legislative 
interference in business, the theory which recognized that certain businesses were 
“affected with a public interest,” was novel and disdained. Breaking up the 


*Address before the Seventeenth Annual Convention of National Conference of State 
Liquor Administrators at Miami, Florida. 

**Member of the New York Bar. When this address was delivered the author was 
Deputy Commissioner and Assistant Counsel of the New York State Liquor Authority. Mr. 
Chattaway is now Administrator of the Metropolitan Brewers Institute. 
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liquor industry into its components, channelizing the various functions, forbidding 
overlapping interests for the purpose of rendering the entire traffic in alcoholic 
beverages amenable to effective control would have involved, prior to Prohibition, 
the destruction of extensive vested interests. With Repeal, however, the various 
states were able to start from scratch, untrammelled by any consideration for such 
vested interests—there being none in lawful existence. | 

Our present liquor control statutes owe their legal and constitutional validity 
to the fact that their restrictive and prohibitory features bear a reasonable relation 
to the evils sought to be controlled, not only the obvious social evils such as the 
saloon, disorderly premises, after-hours sales, etc., but also the more subtle and 
more basic evils just outlined, the tied-house, the whiskey trust and the chaotic, 
uncontrollable and over-lapping nature of the pre-Prohibition alcoholic beverage 
industry. 

There is, however, another important source which contributed to the trade 
practices restrictions embodied in our alcoholic beverage control laws. This 
source was not concerned with the control of the traffic in alcoholic beverages 
per se, but rather with the control of trade practices in the commercial world in 
general. I refer to the National Industrial Recovery Act codes of fair business 
practices. It will be remembered that the N. R. A. codes were being promulgated 
at the time of repeal, which became effective on December 5, 1933. The important 
part played by these codes can be seen in the fact that many of the code pro- 
visions relating to fair trade practices were incorporated bodily into various alcoholic 
beverage control statutes. The control acts had to be prepared in a hurry and 
the N. R. A. codes dealing with the alcoholic beverage industry provided a handy 
and immediately available source for the legislative draftsmen. 

At this point it must be emphasized also that the N. R. A. codes had a basic 
motivation completely different from the alcoholic beverage control statutes. 
The codes have an interesting background going back to the ancient law-merchant 
of the medieval period. But a review of this development would be entirely too 
pedantic for our present purpose. Suffice it to say that the codes were intended to 
clear the channels of trade and commerce of obstructions, which it was believed 
would alleviate the then current business depression. The N. R. A. and its system 
of codes rested on hotly disputed and controversial theories of commercial and 
political economy. And the battle of theories continues. 


Now, of course, as we all know, the N. R. A. codes as such are dead—killed 
off by the United States Supreme Court in 1935. But insofar as parts of those 
codes were incorporated into our alcoholic beverage control statutes they are very 
much alive. It is my own feeling that the widespread use of the N. R. A. codes 
in drafting our alcoholic beverage control statutes was not due to a universal belief 
among the drafters of our laws that commercial practices needed a general clean-up, 
but rather that it was obvious to all those who were trying to attain to an effective 
control system that such could be had only by providing a basis for detailed control 
of commercial practices. Otherwise circumvention would render governmental 
control a nullity. It is my further belief that insofar as justification for control of 
trade practices rests upon pre-Prohibition experience, supplemented by current 
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additions to that experience, such legislation and our administrative decisions 
resting thereon will find approval in the event of judicial test. But insofar as such 
control features rest upon the general theory which found expression in the N. R. A. 
codes, such legislation and supplementing administrative decisions are likely to 
find rough going in the courts. 

Thus, it is important for us to note that there are embodied in our alcoholic 
beverage control restrictions and prohibitions those two lines of thought: (1) pre- 
vention of pre-Prohibition commercial evils, and (2) promotion of fair com- 
petitive practices. From these roots have been derived our various state and 
federal systems of control. We differ not much in theory—but in the degree of 
control exercised. 

For example, it will be apparent that a considerable body of trade practices 
regulation follows the separate licensing of component parts of the industry to 
prevent monopoly and render the industry amenable to effective control. Analysis 
of the alcoholic beverage industry by function is simple. There is the producing 
level, which may be subdivided into distiller, brewer, vintner and cider producer; 
then there is the wholesaler with possible sub-divisions; and finally the retailer, 
again with on- and off-premises divisions and further subdivisions by product— 
beer, wine, liquor and cider. Each may be separately licensed or various com- 
binations of functions may be permitted. Some of our states maintain strict 
and narrow channelization—others are broader in permitting combinations. But 
to whatever extent channelizing into categories is provided, it must be protected 
against circumvention. To prevent such circumvention our control statutes are, 
generally speaking, broadly drawn, for were the statutes to particularize the exact 
trade practices which were forbidden, human ingenuity would soon overcome all 
such obstacles. 

I shall turn in a moment to a discussion of some of the devices which, if 
employed, would result to some degree in a loss of independence by a licensee 
on a particular level to a licensee on another level and a consequent measure of 
control over one licensee by the other employing such device. Suffice it for now 
to note that drawing the line between a legitimate trade practice and a wrongful 
practice is a difficult matter—as I am sure all of us know from experience. 

In addition to the channelization of industry—and indeed supplementing it— 
a number of states have provided for the filing of schedules of prices to whole- 
sale and retail licensees. This legislative device is one that was used in the 
N. R. A. codes. But it has found far more substantial justification as a liquor 
control measure for two reasons: (1) it supplements and makes more effective 
the prohibition against the tied-house, and (2) it aids in preventing price wars 
which analysis has shown are destructive of sound administration of alcoholic 
beverage control in the public interest. These price-schedule provisions also pro- 
hibit the use of “unfair” trade practice devices such as we are now discussing, 
which will tend to or have the effect of nullifying the effectiveness of those 
provisions. 

Finally we have the consumer price-posting provisions, including the so-called 
“fair trade” statutes which are more and more being adopted by the various 
states as integral parts of their respective alcoholic beverage control statutes. And 
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liquor industry into its components, channelizing the various functions, forbidding 
overlapping interests for the purpose of rendering the entire traffic in alcoholic 
beverages amenable to effective control would have involved, prior to Prohibition, 
the destruction of extensive vested interests. With Repeal, however, the various 
states were able to start from scratch, untrammelled by any consideration for such 
vested interests—there being none in lawful existence. 

Our present liquor control statutes owe their legal and constitutional validity 
to the fact that their restrictive and prohibitory features bear a reasonable relation 
to the evils sought to be controlled, not only the obvious social evils such as the 
saloon, disorderly premises, after-hours sales, etc., but also the more subtle and 
more basic evils just outlined, the tied-house, the whiskey trust and the chaotic, 
uncontrollable and over-lapping nature of the pre-Prohibition alcoholic beverage 
industry. 

There is, however, another important source which contributed to the trade 
practices restrictions embodied in our alcoholic beverage control laws. This 
source was not concerned with the control of the traffic in alcoholic beverages 
per se, but rather with the control of trade practices in the commercial world in 
general. I refer to the National Industrial Recovery Act codes of fair business 
practices. It will be remembered that the N. R. A. codes were being promulgated 
at the time of repeal, which became effective on December 5, 1933. The important 
part played by these codes can be seen in the fact that many of the code pro- 
visions relating to fair trade practices were incorporated bodily into various alcoholic 
beverage control statutes. The control acts had to be prepared in a hurry and 
the N. R. A. codes dealing with the alcoholic beverage industry provided a handy 
and immediately available source for the legislative draftsmen. 

At this point it must be emphasized also that the N. R. A. codes had a basic 
motivation completely different from the alcoholic beverage control statutes. 
The codes have an interesting background going back to the ancient law-merchant 
of the medieval period. But a review of this development would be entirely too 
pedantic for our present purpose. Suffice it to say that the codes were intended to 
clear the channels of trade and commerce of obstructions, which it was believed 
would alleviate the then current business depression. The N. R. A. and its system 
of codes rested on hotly disputed and controversial theories of commercial and 
political economy. And the battle of theories continues. 


Now, of course, as we all know, the N. R. A. codes as such are dead—killed 
off by the United States Supreme Court in 1935. But insofar as parts of those 
codes were incorporated into our alcoholic beverage control statutes they are very 
much alive. It is my own feeling that the widespread use of the N. R. A. codes 
in drafting our alcoholic beverage control statutes was not due to a universal belief 
among the drafters of our laws that commercial practices needed a general clean-up, 
but rather that it was obvious to all those who were trying to attain to an effective 
control system that such could be had only by providing a basis for detailed control 
of commercial practices. Otherwise circumvention would render governmental 
control a nullity. It is my further belief that insofar as justification for control of 
trade practices rests upon pre-Prohibition experience, supplemented by current 
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additions to that experience, such legislation and our administrative decisions 
resting thereon will find approval in the event of judicial test. But insofar as such 
control features rest upon the general theory which found expression in the N. R. A. 
codes, such legislation and supplementing administrative decisions are likely to 
find rough going in the courts. 

Thus, it is important for us to note that there are embodied in our alcoholic 
beverage control restrictions and prohibitions those two lines of thought: (1) pre- 
vention of pre-Prohibition commercial evils, and (2) promotion of fair com- 
petitive practices. From these roots have been derived our various state and 
federal systems of control. We differ not much in theory—but in the degree of 
control exercised. 

For example, it will be apparent that a considerable body of trade practices 
regulation follows the separate licensing of component parts of the industry to 
prevent monopoly and render the industry amenable to effective control. Analysis 
of the alcoholic beverage industry by function is simple. There is the producing 
level, which may be subdivided into distiller, brewer, vintner and cider producer; 
then there is the wholesaler with possible sub-divisions; and finally the retailer, 
again with on- and off-premises divisions and further subdivisions by product— 
beer, wine, liquor and cider. Each may be separately licensed or various com- 
binations of functions may be permitted. Some of our states maintain strict 
and narrow channelization—others are broader in permitting combinations. But 
to whatever extent channelizing into categories is provided, it must be protected 
against circumvention. To prevent such circumvention our control statutes are, 
generally speaking, broadly drawn, for were the statutes to particularize the exact 
trade practices which were forbidden, human ingenuity would soon overcome all 
such obstacles. 

I shall turn in a moment to a discussion of some of the devices which, if 
employed, would result to some degree in a loss of independence by a licensee 
on a particular level to a licensee on another level and a consequent measure of 
control over one licensee by the other employing such device. Suffice it for now 
to note that drawing the line between a legitimate trade practice and a wrongful 
practice is a difficult matter—as I am sure all of us know from experience. 

In addition to the channelization of industry—and indeed supplementing it— 
a number of states have provided for the filing of schedules of prices to whole- 
sale and retail licensees. This legislative device is one that was used in the 
N. R. A. codes. But it has found far more substantial justification as a liquor 
control measure for two reasons: (1) it supplements and makes more effective 
the prohibition against the tied-house, and (2) it aids in preventing price wars 
which analysis has shown are destructive of sound administration of alcoholic 
beverage control in the public interest. These price-schedule provisions also pro- 
hibit the use of “unfair” trade practice devices such as we are now discussing, 
which will tend to or have the effect of nullifying the effectiveness of those 
provisions. 

Finally we have the consumer price-posting provisions, including the so-called 
“fair trade” statutes which are more and more being adopted by the various 
states as integral parts of their respective alcoholic beverage control statutes. And 
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these statutes also attempt to prevent their own destruction by forbidding the type 
of trade practices we are talking about. Such practices could easily undermine, 
by subterfuge and circumvention, the effectiveness of this form of control measure. 
With respect to this form of control it is important also to note that the so-called 
fair trade acts were originally designed to protect brand and trade-marks. Their 
employment in alcoholic beverage control legislation, however, is amply justifiable 
in that they prevent destructive price wars which so greatly endanger effective 
control. However, it is questionable whether the fair trade contracts of the 
general business law variety can be properly converted to this use. As a matter of 
fact, such enactments have met a sad fate before most of the courts where tests 
have been had. Mandatory price-posting provisions without the contract feature 
would seem to be more sound for our purposes. 

With this brief review of the basis for the control of trade practices, namely 
(1) the pre-Prohibition tied-house, the old whiskey trust and chaotic, haphazard 
channelization; (2) the N. R. A. codes; (3) the provisions for schedules of prices 
to wholesalers and retailers; and (4) the provisions for minimum consumer price- 
posting, we may proceed to review some of the legislative and administrative con- 
trols upon questionable trade practices which have specifically made their appear- 
ance from time to time. The order in which they are discussed is not based on 
relative importance, nor is the list exhaustive by any means. 

First, there are the legislative restrictions and prohibitions which have been 
designed to prevent the tied-house in its more direct form. For example, the 
prohibitions against ownership by the same individual or company of licensed 
businesses in different categories or functional levels. This restriction is sometimes 
made more secure by forbidding even partial ownership or indirect interests by 
way of interlocking directors or stock ownership; or even interests in the real 
property of other licensed business such as mortgages and leases. At this point, 
and to illustrate the necessity for further study in this field to develop background 
information so as to be in a position to justify the reasonableness and appropriate- 
ness of these restrictions, I should like to refer to two cases that arose in Con- 
necticut: Eder v. Patterson and Polo v. Patterson, 42 Atl 2d 794. There a retail 
permittee and his “backer” together owned the controlling interest in a corpora- 
tion which sought to back an applicant for a wholesale permit. The application 
was refused on the grounds that the corporation’s connection with the retail 
permittee was such as to bring the application within the tied-house provision, 
which prohibits the “backer” or permittee of one class of permit from being the 
“backer” or permittee of another class of permit. An appeal was carried to the 
Connecticut Supreme Court of Errors, which held that since neither the retail 
permittee nor his “backer” individually held the controlling interest in the cor- 
poration, the corporation would back an applicant for a wholesale permit without 
violating the tied-house law. Therefore, merely setting up general provisions in 
the law will not guarantee the result intended. It must be shown that the law 
as written comprehends the particular relationship sought to be condemned. And 
to show that, a clear analysis of the evil intended to be prevented must be pre- 
sented to the court, so that there may be no question of the reasonableness of the 
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restriction sought to be established. So much for the direct tie-ups between 
licensees on different functional levels. 

We now come to the indirect and more insidious forms of influence exerted 
over one licensee or class of licensees by another licensee of a different class— 
that is, such devices as rebates, free goods, discounts, etc. I say insidious because, 
while many such schemes are innocuous, standing alone, nevertheless they open 
the door to more extensive undesirable tie-ups. On the other hand there is 
unquestionably a legitimate area for limited forms of some of these activities. 
For example, some legislative acts empower the alcoholic beverage control ad- 
ministration to except certain of these trade practices, or degrees of these practices, 
by regulation, “having due regard for public health, the quantity and value of 
articles involved, established trade customs not contrary to the public interest 
and the purposes of the [prohibitory statute]”. The allowance of exceptions is a 
very difficult matter, for it is hard to draw the line between the innocuous and 
the inherently dangerous practice. Here there is a large area for joint studies and 
interstate and federal uniformity endeavors, about which I shall say a few words 
later. 

While practically all of the trade practices we are discussing may ultimately 
be reduced to money terms, I have, for convenience only, separated them into 
cash allowances, gifts and services. The list is not exhaustive, but is, I believe, 
sufficiently comprehensive for our purposes. 

The cash allowance devices are: Rebates, price concessions, advertising allow- 
ances, etc. These are self-explanatory and involve in the aggravated form the 
build-up of favored, selected outlets by suppliers, thus providing one of the main 
ingredients of the destructive price wars. In the less extensive form, they result 
in working arrangements between supplier and customer, which are inimical to 
good administration and effective control. This form of trade practice capitalizes 
on the gullibility of the customer in being led to believe he is getting something 
for nothing. But it is also to be noted that suppliers while desiring to stimulate 
sales are willing to make price concessions but not to reduce their announced 
prices, for fear of being unable to subsequently raise the price of the particular 
product. These particular practices pose a problem. Is the particular practice a 
forbidden rebate, etc., or is it merely a different way of quoting price? In New 
York, the question arose in the case, Matter of Pennsylvania Whiskey Distributing 
Corporation v. Bruckman, 256 App. Div. 781 (1939), affd., 282 N. Y. 665. There 
the “deal” was sold as one case free with every ten purchased. However, the court 
held that actually it was a sale of eleven cases for the price of ten and did not con- 
stitute a gift in violation of the statute. The problem has found solution in states 
which have adopted price-scheduling provisions. There, of course, any variation 
from the posted price would constitute a forbidden rebate or allowance. The 
next category, gifts, would include such practices as the giving of equipment, 
fixtures, supplies, signs, premiums, prizes, advertising specialties, etc. These various 
gifts include minor activities, usual and incidental to established business customs. 
If not subjected to scrutiny and control they could, however, reach such propor- 
tions in certain cases that the ensuing trade rivalry would intensify to the point 
of demoralizing control entirely. The problem has largely been handled by setting 
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low monetary limits upon the value of such gifts that may permissibly be made. 
The industries which develop these types of gifts and advertising specialties are 
important elements in our general economy, and before arbitrarily excluding them 
from reaching their potential customers in the alcoholic beverage industry, a firm 
factual basis proving the necessity for this must be shown. A reasonable limitation 
upon such practices, partially restricting the use of such gifts to a nominal value, 
for example, probably would be sustained by the courts, whereas an extremely 
well supported case showing the absolute necessity for such restriction would un- 
doubtedly be required before the courts would sustain a total and complete pro- 
hibition against the use of such gifts. 

The third category, services, might include such devices as guaranteeing loans, 
sales on consignment, exclusive sales arrangements, extension of credit and dis- 
counts for time payment or quantity purchase. These practices tend to be very 
dangerous and subversive of effective control. First, such practices amount to a 
direct participation in the business of the licensee receiving the service; secondly, 
they tend to run into substantial value; third, they are for the most part secret 
and difficult to discover. On the basis of such arrangements a retailer, for example, 
need not have large capital resources of his own for stock-piling and all of the 
features of the tied-house result. Guaranteeing loans, delivering merchandise on 
consignment and exclusive sales arrangements and agreements definitely have such 
natural consequences. On the other hand, the extension of the usual, moderate 
commercial discounts for quantity and time payments are not basically objectionable. 
Statutes which limit such to reasonable percentages are quite usual and are well 
founded. Extending credit for the usual limited period of time, for example thirty 
days or until the tenth or fifteenth of the following month seem also to be innocuous, 
whereas limited credit and substantial discounts would be highly objectionable. 

Commercial bribery deserves some mention here. This is one of the trade 
practices dealt with in the N. R. A. codes and various commercial and penal 
statutes as an unfair trade practice. It has already been emphasized that alcoholic 
beverage control statutes must not be permitted to become the vehicle for estab- 
lishing controversial fair trade standards per se. But where such standards are 
necessary to effect adequate alcoholic beverage control in the public interest, use 
should be made of them. In view of the fact that much of the licensed industry 
is managed and operated by employees of the licensee, some measure of control 
should be exercised lest such employees be prostituted by and fall under the sway 
and control of other licensees. Disastrous results can follow arrangements between 
one licensee and the employee of another, as well as if such were directly between 
two licensees. 

In closing these remarks, it might be appropriate to point out that there is 
much that the state administrators as a group might do to clarify the problem and 
establish sound basis for action and decision. First, I believe that there is room 
for uniform interpretations with respect to these various trade practices. Despite 
the fact that the various state control statutes may differ, still uniformity may be 
achieved wherever a particular practice is legislated against. For example, any 
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state exercising control over the providing of signs may very well adopt a standard 
agreeing with an accepted uniform model. 

This brings me to a second suggestion. In order to provide sound standards 
which may afford a basis for uniform treatment of a particular trade practice, 
studies of reasonable exhaustiveness are necessary. The individual state agencies 
are acquainted with the details of the evils of the pre-Prohibition era in their 
particular states, but that knowledge has never been obtained, analyzed and 
systemized. Yet in these past abuses is to found the justification for the stringent 
trade practices control which feature most of our state control statutes. A joint 
study—together with the monopoly state organization—would be of inestimable 
value in establishing valid standards based on actual past experience. Vague, 
unverifiable knowledge and uncollated facts help not at all when one is put to 
his proof. Study and analysis would, I am quite confident, show that far from 
the restrictions now in our control laws being merely the propogation of experi- 
mental and controversial theories of fair trade practices, they are of bona fide 
value in effecting a workable, successful control in the public interest. 


ERRATA 


In Mr. Digges’ article “Advertising Before the Bar of Justice in 1951”, in line 
4 on page 1051 of 41 T.M.R., the figure “.0025%” should read “212%”. 


In Graybar Electric Company, Inc. v. Grayway Electrical Supply Corp., delete 
the word “not” appearing as last word in third line from bottom of page in 41 
T.M.R. 1082. 


TRADE SLOGAN 


Cluett, Peabody & Co., Inc., Troy, N. Y. 
Registered with The United States Trade-Mark Association, 
December 14, 1951. 


Wuat’s News In Tue Stores By Nancy Drxon 


in use since December 1938 as the title of a 
Radio Broadcasting program. 
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low monetary limits upon the value of such gifts that may permissibly be made. 
The industries which develop these types of gifts and advertising specialties are 
important elements in our general economy, and before arbitrarily excluding them 
from reaching their potential customers in the alcoholic beverage industry, a firm 
factual basis proving the necessity for this must be shown. A reasonable limitation 
upon such practices, partially restricting the use of such gifts to a nominal value, 
for example, probably would be sustained by the courts, whereas an extremely 
well supported case showing the absolute necessity for such restriction would un- 
doubtedly be required before the courts would sustain a total and complete pro- 
hibition against the use of such gifts. 

The third category, services, might include such devices as guaranteeing loans, 
sales on consignment, exclusive sales arrangements, extension of credit and dis- 
counts for time payment or quantity purchase. These practices tend to be very 
dangerous and subversive of effective control. First, such practices amount to a 
direct participation in the business of the licensee receiving the service; secondly, 
they tend to run into substantial value; third, they are for the most part secret 
and difficult to discover. On the basis of such arrangements a retailer, for example, 
need not have large capital resources of his own for stock-piling and all of the 
features of the tied-house result. Guaranteeing loans, delivering merchandise on 
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days or until the tenth or fifteenth of the following month seem also to be innocuous, 
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practices dealt with in the N. R. A. codes and various commercial and penal 
statutes as an unfair trade practice. It has already been emphasized that alcoholic 
beverage control statutes must not be permitted to become the vehicle for estab- 
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is managed and operated by employees of the licensee, some measure of control 
should be exercised lest such employees be prostituted by and fall under the sway 
and control of other licensees. Disastrous results can follow arrangements between 
one licensee and the employee of another, as well as if such were directly between 
two licensees. 
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much that the state administrators as a group might do to clarify the problem and 
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state exercising control over the providing of signs may very well adopt a standard 
agreeing with an accepted uniform model. 
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which may afford a basis for uniform treatment of a particular trade practice, 
studies of reasonable exhaustiveness are necessary. The individual state agencies 
are acquainted with the details of the evils of the pre-Prohibition era in their 
particular states, but that knowledge has never been obtained, analyzed and 
systemized. Yet in these past abuses is to found the justification for the stringent 
trade practices control which feature most of our state control statutes. A joint 
study—together with the monopoly state organization—would be of inestimable 
value in establishing valid standards based on actual past experience. Vague, 
unverifiable knowledge and uncollated facts help not at all when one is put to 
his proof. Study and analysis would, I am quite confident, show that far from 
the restrictions now in our control laws being merely the propogation of experi- 
mental and controversial theories of fair trade practices, they are of bona fide 
value in effecting a workable, successful control in the public interest. 
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PART II 


WALT DISNEY PRODUCTIONS (INCORPORATED) ET AL. v. SOUVAINE 
SELECTIVE PICTURES, INC., ET AL. 


No. 105—C. A. 2—December 6, 1951 


Unrair ComMpPeEtTiTiION—BaAsis OF RELIEF—-GENERAL 
Courts—PRELIMINARY INJ UNCTIONS—GENERAL 
On facts of record, plaintiff held to have failed to prove that title “Alice in Wonder- 
land” had acquired a secondary meaning to effect that motion picture having that title 
had been produced by plaintiff; and therefore denial of preliminary injunction was proper. 


Appeal from Southern District of New York. 

Unfair competition suit by Walt Disney Productions (Incorporated) and RKO- 
Radio Pictures, Inc. against Souvaine Selective Pictures, Inc., Picto Corporation, 
and Harry A. Brandt. Plaintiffs appeal from order denying motion for preliminary 
injunction. Affirmed. 

Donovan, Leisure, Newton, Lumbard © Irvine (James V. Hayes, Granville Whit- 
tlesey, 'r., Peyton H. Moss, J. Miller Walker, and Franklin Waldheim, of New 
York, N. Y., and Gunther Lessing, of Los Angeles, Cal., of counsel) for plain- 
tiffs. 

Augenblick & Frost (Robert L. Augenblick and Winston Frost of counsel) of New 
York, N. Y., for defendant Souvaine Selective Pictures, Inc. 

Weisman, Celler, Quinn, Allan G Spett (Milton C. Weisman and Adolph Kaufman 
of counsel) of New York, N. Y., for defendants Picto Corporation and Harry 
A. Brandt. 

Before Aucustus N. Hanp, Cuase and Crark, Circuit Judges. 

Per Curiam: 

The appellant Walt Disney Productions (Incorporated) is the producer and 
owner and appellant RKO-Radio Pictures, Inc. is the distributor of an animated 
cartoon picture entitled “Alice in Wonderland,” based on Lewis Carroll’s “Alice 
in Wonderland” and “Through the Looking Glass,” which was produced in the 
United States at a cost of approximately $3,000,000. The appellee Souvaine Selec- 
tive Pictures, Inc. is the distributor of another motion picture called “Alice in 
Wonderland,” based entirely on Lewis Carroll’s “Alice in Wonderland,” which was 
produced in France by Lou Bunin Productions, Inc., contemporaneously with the 
Disney production, at an approximate cost of $1,000,000; its technique is the use 
of three-dimensional puppets for characters with a live Alice, and a twenty-minute 
prologue with live actors. Appellee Picto Corporation operates the Mayfair Theatre 
in New York City and has acquired the right from Souvaine to exhibit Bunin’s 
“Alice in Wonderland” there. Appellee Brandt operates motion picture theatres in 
New York City and elsewhere and has acquired the right to exhibit that picture in 
such theatres. Jurisdiction is based upon diversity of citizenship. 

Shortly before each picture was to be exhibited in New York City, the appel- 
lants, alleging unfair competition, sued the appellees in the District Court for the 
Southern District of New York to enjoin them and those acting for or through them, 
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for a period of eighteen months, from “manufacturing prints, distributing, releasing, 
advertising, publicly exhibiting, trading in or licensing or permitting others to do 
any of the foregoing as regards the motion picture ‘Alice in Wonderland’ produced 
by Lou Bunin Products, Inc. so long as it bears that title or any adaptation, imitation 
or modification thereof.” In addition to, and to follow this initial eighteen month 
period of restraint, a perpetual injunction of the same scope was sought restraining 
appellees unless all advertising, exhibition and announcement of the picture were 
accompanied by a statement that it was “A release of Souvaine Selective Pictures, 
Inc. produced in France by Lou Bunin Productions, Inc. having no connection 
with the Walt Disney production of the same title.” There was also a prayer for 
an injunction pendente lite to the same effect and for damages and an accounting 
for any gains and profits made by the defendants. This appeal is from the denial, 
before either picture had been publicly exhibited in New York City, of the motion 
for an injunction pendente lite. 

The appellants alleged that “Alice in Wonderland” had already acquired a 
secondary meaning to the effect that a motion picture having that title had been 
produced by Walt Disney Productions (Incorporated). This contention was sup- 
ported somewhat by affidavits to which countervailing affidavits were filed by the 
appellees. The court denied the motion on the ground that the title to an old classic 
like “Alice in Wonderland,” which is in the public domain, could not, as a matter 
of law, have the secondary meaning claimed for it. 

Assuming, without deciding, that it might have been possible for the words 
“Alice in Wonderland” to acquire such a secondary meaning as a matter of law, 
it is sufficient to dispose of this appeal to point out that there is nothing in this record 
to justify a finding that such a meaning had in fact been acquired at the time the 
preliminary injunction was denied, much less to have compelled one. Consequently, 
no abuse of discretion in denying the motion for the injunction pendente lite has 
been shown and, absent that, no error has been made to appear. Maison Dorin 
Societe Anonyme v. Arnold, 2 Cir., 296 F. 387; Federal Broadcasting System, Inc. v. 
American Broadcasting Co., 2 Cir., 167 F. 2d 349. 


Order affirmed. 


MARTIN v. WYETH, INCORPORATED ET AL. 
No. 6340—C. A. 4—December 5, 1951 


TRADE-MarKs—Marks Not CoNFUSINGLY SIMILAR—PARTICULAR INSTANCES 
“Penstix” held not an infringement of “Mastics,” used on similar goods. 


Appeal from District of Maryland. 

Patent and trade-mark infringement suit by Francis E. Martin, doing business 
as Martin Laboratories, against Wyeth, Incorporated, Sears, Roebuck and Co., and 
Read Drug and Chemical Company. Plaintiff appeals from dismissal of complaint. 
Affirmed. 

Basel H. Brune, of Philadelphia, Pa. (William H. Hudgins, of Baltimore, Md., and 

Joshua R. H. Potts, of Philadelphia, Pa., on the brief) for Plaintiff-Appellant. 











32 TRADE-MARK REPORTER 42 T.M.R. 





Benjamin B. Schneider, of Chicago, Ill. (Michael P. Crocker, of Baltimore, Md., 
and R. Howard Goldsmith, Max Dressler, and Schneider & Dressler, of Chicago, 

Ill., on the brief) for Appellees. 

Before Parker, Chief Judge, and Soper and Dopstg, Circuit Judges. 
Per Curiam: 

This is an appeal from a judgment for defendant in an action brought to 
recover damages for infringement of a patent and a trade-mark and for breach of 
confidence in an alleged confidential relationship. The patent involved is Patent 
No. 2,498,374 relating to bougies or suppositories for use in the treatment of mastitis 
in cows and the method of application which consists merely in inserting the bougies 
in the teats of the cows. The trade-mark of plaintiff is ‘““Mastics,” the name under 
which the bougies of the patent are sold, and it is alleged to be infringed by defend- 
ant’s sale of bougies under the name of “Penstix” to be used in the tretament of 
mastitis. The alleged confidential relationship is based upon communications 
between plaintiff and officers of defendant relative to obtaining penicillin for use 
in the manufacture of bougies. The facts are fully and correctly set forth in the 
opinion of the District Judge and need not be repeated here.* We agree with him, 
for reasons adequately set forth in his opinion, that the patent is void because it 
involves nothing more than the adoption of an old device to a new and analogous 
use, that plaintiff’s trade-mark has not been infringed and that no actionable breach 
of a confidential relationship has been established. 

Plaintiff's idea of using the soluble bougie for the purpose of introducing medi- 
cants into the udders of cows afflicted with mastitis was a new and valuable idea; 
but it is elementary that ideas are not patentable. The patent related to bougies 
and the method of inserting them; but bougies were old in the medical art and the 
method of using them for the treament of mastitis, since it was the mere application 
of an old object to a new and analogous use, did not constitute patentable inven- 
tion, Pennsylvania R. Co. v. Locomotive R. S. Truck Co., 110 U. S. 490, 494; 
Goldman v. Polan, 4 Cir. 93 F. 2d 797, 799; Walker on Patents, 6th ed. vol. 1 p. 96 
et seq. 

Affirmed. 





AKTIEBOLAGET BOFORS v. UNITED STATES ET AL. 
Nos. 10870-10872—C. A. D. C.—November 29, 1951 


Unrair CompetiTion—Basis OF RELIEF—-GENERAL 
Exclusive property right of owner of unpatented trade secret depends upon con- 
tinuance of secrecy; and so long as secret remains intact, anyone who invades it 
commits a tort. 
One who lawfully acquires trade secret may use it in any manner without liability, 
unless he acquired it under a contractual restriction. 
Licensee who uses secret for purposes beyond scope of license is not liable in tort 
but for breach of contract. 
Courts—PLEADING AND PRAcTICE—GENERAL 
On facts of record complaints held not to state cause of action in tort but for 
breach of contract. 





* Martin v. Wyeth, 96 F. Supp. 689. 
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Plaintiff's denomination of suit as one arising under Federal Tort Claims Act held 
a conclusion which does not prevent court from recognizing any other form of claim 
which the complaint described. 

Complaint seeking declaratory judgment against Secretary of State et al., held 
properly dismissed where Secretaries were not parties to contract and prayer for relief 
was Clearly directed at the sovereign. 


ConTRACTS—CONSTRUCTION—GENERAL 
License “to make, use and have made in the United States for the United States 
use,” held not to cover transfers of Bofors guns to allies of United States for their use. 


CourTs—]J URISDICTION—GENERAL 
District Courts have concurrent jurisdiction with Court of Claims over actions 
against the United States for damages for breach of contract when the amount claimed 
does not exceed $10,000; but when a greater sum is sought, the Court of Claims alone 


has jurisdiction. 
On facts of record, dismissals of complaints held proper under Tucker Act and 
because recovery sought for breach of contract exceeds jurisdiction of District Court. 


Appeals from District of Columbia. 

Declaratory judgment and damage suits by Aktiebolaget Bofors against United 
States, Dean Acheson, Secretary of State, George C. Marshall, Secretary of Defense, 
Frank Pace, Secretary of the Army, and Francis P. Matthews, Secretary of the Navy. 
Plaintiff appeals from dismissal of complaints. Affirmed. 

Charles E. Rhetts, of Washington, D. C., for Plaintiff-Appellant. 

Joseph F. Goetten and Charles M. Irelan (George Morris Fay, Ross O’Donoghue, 
and Joseph M. Howard on the brief) of Washington, D. C., for Appellees. 

Before CLark, MILLER and Fany, Circuit Judges. 

Miter, C. J.: 

The appellant, Aktibolaget Bofors, instituted these three actions in the United 
States District Court for the District of Columbia on April 17, 1950. All three 
complaints, which contained substantially similar factual allegations and had the 
same general objective, were dismissed by the trial judge, and these appeals followed. 

We summarize the allegations of the complaints. Bofors, a Swedish corporation 
engaged in manufacturing and selling munitions, was the owner of an unpatented 
secret process by the use of which it produced a 40 mm anti-aircraft gun, appar- 
ently of superior excellence. The Navy Department of the United States desired 
to acquire the Bofors secret. Negotiations resulted in a contract dated June 21, 1941, 
by the terms of which Bofors granted to the Navy Department, in consideration 
of the sum of six hundred thousand dollars, an “Exclusive and irrevocable license 
to make, use and have made in the United States for the United States use” the 
Bofors 40mm water-cooled gun for naval use, the Bofors 40mm air-cooled gun for 
army use, all types of ammunition therefor, and the Bofors field carriage for 40mm 
guns. Bofors agreed to make full disclosure of its secret process and to furnish the 
services of two expert production engineers for a period of one year. 

The money was paid, and Bofors delivered to the Naval Attache at the 
American Legation in Stockholm all plans, specifications, manufacturing drawings 
and engineering data necessary to enable our people to manufacture guns and 
ammunition under the Bofors secret process. The United States immediately began 
to use the trade secret so revealed to it and also began to transfer under the Lend 
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Lease Act and similar legislation, Bofors guns and ammunition to other nations to 
be used by them in the common war against Germany and Japan. 

Bofors regarded such transfers as beyond the scope of the license which it had 
granted, and protested vigorously. Beginning in 1941 and continuing throughout 
several succeeding years, it informally importuned the American authorities either 
to work out a royalty arrangement for the unlicensed use of the trade secret, or 
to submit its claim for extra compensation to arbitration as provided in the contract. 
When all efforts to obtain an equitable adjustment through informal negotiation 
proved fruitless, Bofors addressed to the Secretaries of State, Defense, Army and 
Navy a formal document styled “Petition for Agency Action,” which contained a 
full statement of the facts and again requested that those officials agree either to 
grant compensation for unauthorized use of the trade secret or to submit the dispute 
to arbitration. The petition for agency action was rejected by all four Secretaries, 
after which Bofors filed the three actions now before us. 

1. No. 10870, Bofors v. United States. This action, alleged to sound in tort, is 
for damages in the sum of two million dollars. The government moved to dismiss 
on two grounds: (a) that the complaint failed to state a cause of action upon which 
relief could be granted, and (b) that the court was without jurisdiction over the 
subject matter. The District Court’s order of dismissal expressly sustained both 
grounds of the motion. 

We first examine the complaint to see whether it states a cause of action upon 
which relief can be granted. Bofors pleaded that the action arose under the Federal 
Tort Claims Act, 28 U. S. C. §1346(b), so the initial inquiry is whether the allega- 
tions described a tort. 

The owner of an unpatented trade secret has a property right in it as long 
as he does not disclose it. His right to the exclusive use of it depends upon the con- 
tinuance of secrecy. Any person who obtains the secret from him by theft, bribery, 
stealth, breach of a confidential relation or other unlawful means violates his prop- 
erty right and commits a tort.1. As judge Holtzoff said in his opinion in this case, 
“So long as the secret remains intact, any one who invades it, is guilty of a tortious 
i 

The tort lies in the wrongful acquisition. But one who has lawfully acquired 
a trade secret may use it in any manner without liability unless he acquired it 
subject to a contractual limitation or restriction as to its use. In that event a 
licensee who uses the secret for purposes beyond the scope of the license granted 
by the owner is liable for breach of contract, but he commits no tort, because the 
only right of the owner which he thereby invades is one created by the agreement 
of disclosure.* The owner could not maintain a suit against him for damages arising 


1. A. O. Smith Corp. v. Petroleum Iron Works Co., 73 F. 2d 531, 536-539 (C. C. A. 
6th 1934); Booth v. Stutz Motor Car Co. of America, 56 F. 2d 962 (C. C. A. 7th 1932); 
Feasel v. Noxall Polish Mfg. Co., 268, Fed. 887, 891 (D. C. E. D. Pa. 1920); Peabody v. 
Norfolk, 98 Mass. 452; Radium Remedies Co. v. Weiss, 173 Minn. 342, 217 N. W. 339; 
Pressed Steel Car Co. v. Standard Steel Car Co., 210 Pa. 464, 60 Atl. 4. 

2. 93 F. Supp. 131, 133 (D. D. C. 1950). 

3. Section 757 of RESTATEMENT, Torts (1939), is in part as follows: 

“One who discloses or uses another’s trade secret, without a privilge to do so, 
is liable to the other if 
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from unlicensed use without pleading and proving the contract. This being true, 
the gist of the owner’s action is the breach of the licensing agreement.* 

Here the Navy Department acquired the secret lawfully. Subsequently un- 
authorized use by the United States was, therefore, not tortious. It follows that 
the complaint in case No. 10870 did not state a cause of action in tort. Moreover, 
28 U. S. C. §2680(h) excepts from those claims upon which the Government may 
be sued under the Federal Tort Claims Act “Any claim arising out of * * * inter- 
ference with contract rights.” 

Even though a tort claim was not stated in the complaint, we should deter- 
mine whether its allegations set up any other cause of action, for the label which 
a plaintiff applies to a pleading does not determine the nature of the cause of action 
which he states. Bofors’ denomination of its suit as one arising under the Federal 
Tort Claims Act was a conclusion which does not prevent the court from recognizing 
any other form of claim which the complaint described. According to the allega- 
tions here, the United States acquired the trade secret subject to the contractual 
limitation “to make, use and have made in the United States for the United States 
use” the devices therein described. If the United States used the secret process in 
manufacturing guns and ammunition for use by other nations, as Bofors alleged, 
it violated the agreement of June 21, 1941, and consequently, the complaint stated 
a cause of action for breach of contract.> It may be that the alleged action of our 
Government in making unauthorized use of the trade secret was morally justified by 
the exigencies of war, as Harry L. Hopkins suggested;® but the alleged refusal of 
the military and naval authorities of the United States to discuss or arbitrate the 
question of compensation for such unauthorized use had no justification. It should 


(a) he discovered the secret by improper means, or 

(b) his disclosure or use constitutes a breach of confidence reposed in him by 
the other in disclosing the secret to him. * * *” 

In the Comment following the section we find the following (pp. 3-4 and 8-9): 

“# #* * Tt is the employment of improper means to procure the trade secret, 
rather than the mere copying or use, which is the basis of the liability under the rule 
stated in this Section. 

* 7 * * * 

“#* * * 4 manufacturer who is permitted by the owner of the secret to use it 
in his manufacturing may be subject only to a duty not to disclose the secret to third 
persons. Or the manufacturer may be permitted to use the secret only in the manufac- 
ture of products for the owner, with a duty not to disclose the secret or use it in the 
manufacture of products on his own account or for others.” 

4. Whittaker v. Collins, 34 Minn. 346, 25 N. W. 632 (1885). 

5. The Government argues that the United States was “using” the Bofors equipment 
within the meaning of the license by transferring it to allied and associated nations for their 
use in waging war against common enemies. The contention has little force. If the parties 
to the contract had intended to disclose the secret to the United States for use in manufac- 
turing equipment for the use of other nations, the words “for United States use” would not 
have been inserted in the sentence which granted the license. The reason for the use of those 
words is plain enough, our allies and associates were, of course potential customers of Bofors. 

6. The following letter, written by Mr. Hopkins to a Bofors representative, was shown 
in a footnote to Judge Holtzoff’s opinion, 93 F. Supp. 131, 132 [40 T. M. R. 982]. He 
described it as “picturesque,” but obviously did not base his order of dismissal upon it, as 
Bofors did not seek to enjoin unlicensed use: 

“I have your letter of December 20 telling me to tell the Army and the Navy 
to stop manufacturing Bofors guns for the use of the United Nations in the defeat of 
Germany and Japan. 

“I can only say to you that if I had a client who asked me to do what you are 
asking your Government to do I should tell him to jump in the lake.” 
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be borne in mind that the purpose of the action was not to prevent unlicensed use 
of the trade secret, which Hopkins thought ought not to be done, but to obtain 
compensation for past and future use of the secret beyond the scope of the license 
which had been granted. Our conclusion is that the complaint in case No. 10870 
stated a cause of action for breach of contract. The District Court erred insofar 
as it based its order of dismissal upon the ground that the complaint did not state 
a cause of action upon which relief could be granted.” 

It remains to decide whether the District Court had jurisdiction of the cause 
of action for breach of contract set forth in the complaint. That court has con- 
current jurisdiction with the Court of Claims of an action against the United States 
for damages for breach of contract when the amount claimed does not exceed ten 
thousand dollars, 28 U.S. C. §1346(a) (2); but when a greater sum is sought, the 
Court of Claims alone has jurisdiction, 28 U. S. C. §1491. We hold that the District 
Court was correct in dismissing the complaint in case No. 10870 because the cause 
of action for breach of contract therein stated is not within the jurisdiction of that 
court. 

2. No. 10871, Bofors v. Acheson, Secretary of State, et al. This action against 
the Secretary of State, the Secretary of Defense, the Secretary of the Army and 
the Secretary of Navy, seeks a declaration of the rights of Bofors under the con- 
tract of June 21, 1941, including determination or arbitration of damages for its 
violation. As the four Secretaries were not parties to the contract and were not 
personally interested therein, the appellant’s prayer for declaratory relief was clearly 
directed at the sovereign, which was not made a party defendant. Consequently, 
the complaint was properly dismissed. Larson v. Domestic and Foreign Commerce 
Corporation, 337 U. S. 682 (1949). 

Appellant urges, however, that §10 of the Administrative Procedure Act, 5 
U. S. C. §1009, waives the Government’s immunity from suit and permits this action 
against the officers by providing in subsection (a) that “Any person suffering legal 
wrong because of any agency action * * * shall be entitled to judicial review 
thereof.” We have recently said that §10 of the Administrative Procedure Act does 
not extend the jurisdiction of any court to cases not otherwise within its competence. 
Almore v. Pace, No. 10295, decided November 23, 1951, but not yet reported. 
Moreover, we note that subsection (c) provides that “Every * * * final agency 
action for which there is no other adequate remedy in any court shall be subject to 
judicial review.” As we have said heretofore, the appellant could have sued in 
the Court of Claims for damages for breach of the contract. Thus an adequate 
remedy afforded by the Tucker Act prevents Bofors from relying on §10 of the 
Administrative Procedure Act. 


3. No. 10872, Bofors v. United States. This action for a declaratory judgment 


7. The order did not limit or qualify this ground of dismissal by saying the complaint 
did not state a cause of action upon which relief could be granted by the District Court; 
it broadly said a cause of action was not stated upon which relief could be granted, and 
then assigned as a second ground for dismissal the court’s lack of jurisdiction. Thus the 
effect of the order was to hold separately (a) that no cause of action was stated, and (b) that 
the court was without jurisdiction over the subject matter. We have therefore considered 
both grounds for dismissal recited in the trial court’s order. 























42 T.M.R. DAD’S ROOT BEER v. DOC’S BEVERAGES 37 


is similar to No. 10871 except that here the United States is the sole defendant. 
Bofors sought a declaration that the Government had violated the contract, and 
prayed that appropriate officials be required to agree upon or arbitrate the question 
of damages. 

We have already determined that the complaint does not state a cause of action 
in tort. Although denominated a suit for declaratory judgment, the action is readily 
seen to be in reality for breach of contract like No. 10870, which we first discussed. 
It, too, was beyond the jurisdiction of the District Court under the Tucker Act. 

Affirmed. 

Fany, C. J.: 

I concur in the result. In No. 10870, however, I think we should leave to the 
court having jurisdiction of the contract issue the question whether or not a cause 
of action for breach of contract is stated. 


DAD’S ROOT BEER COMPANY v. DOC’S BEVERAGES, INC., ET AL. 
No. 22059—C. A. 2—November 26, 1951 


APPEALS—SCOPE OF RELIEF—GENERAL 
On defendant’s appeal from final decree awarding profits and damages, all substan- 
tive issues are fully open. 


Courts—Conr ict oF Laws—App.iicaBLe Law 
In suit between citizens of different states, based on unfair competition and trade- 
mark infringement, in absence of explicit findings making statutory remedies applicable, 
majority holds New York State law controlling. 


TRADE-Mark INFRINGEMENT AND UNFAIR COMPETITION—SCOPE OF RELIEF—-GENERAL 

In designing relief from unfair competition court will adapt relief as nearly as possible 
to general equities of particular situation. 

On facts of record, held that limitation of plaintiff's remedy to injunction would 
be inequitable and that trade-mark infringer is liable for profits as trustee, though plaintiff 
trade-mark owner is not doing business in the market where infringement occurred and 
no loss of sales is shown. 


Appeal from the Southern District of New York. 

Trade-mark infringement and unfair competition suit by Dad’s Root Beer 
Company against Doc’s Beverages, Inc., Harkavy Beverage Co., Inc., Nathan 
Harkavy, David Harkavy, Henry J. Harkavy and Alexander Harkavy. Defendants 
appeal from final judgment granting injunction and awarding profits and damages 
to plaintiff. Affirmed. 

Charles J]. Nehrbas (Moses, Nehrbas & Tyler, on the brief), of New York, N. Y., 
for defendants-appellants. 
Theodore J]. Levitan (Moses Levitan, of Chicago, Ill., and Campbell, Brumbaugh, 

Free & Graves, of New York, N. Y., on the brief), for plaintiff-appellee. 
Before: Swan, Chief Judge, and Crark and Frank, Circuit Judges. 

Crark, C. J.: 

The plaintiff is an Illinois corporation, founded as a general carbonated drink 

manufacturer in 1927. For the last ten years it has concentrated its manufacturing 
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and advertising efforts on its root beer product, Dad’s Old Fashioned Root Beer. 
Though itself marketing this product only in the Chicago area it grants franchises 
to bottling concerns elsewhere, which then buy the concentrate from it and sell the 
mixed root beer locally. This is pursuant to a market expansion program begun 
in 1938 upon which it has spent over $1,000,000 on nationwide advertising. The 
defendants are two New York corporations and their four principal officers, all 
residents of the state of New York. In 1941, plaintiff granted to defendant 
Harkavy Beverage Co., Inc., the franchise for the Borough of Bronx and the 
County of Westchester in New York. For the next six years this concern continued 
to sell there plaintiff's product which it manufactured from concentrate purchased 
from plaintiff. In 1946, however, the individual defendants formed Doc’s 
Beverages, Inc., the other corporate defendant, and began some time later to sub- 
stitute their own product, Doc’s Old Fashioned Root Beer, bottled, labeled, and 
boxed in strikingly similar fashion, on orders for plaintiff’s root beer. When 
plaintiff discovered this fact in March, 1947, it terminated the franchise, and in 
October of that year filed the complaint in this action in the district court. This 
complaint charged defendants with trade-mark infringement and unfair com- 
petition through appropriation of good will, corporate name, trade-mark and 
distinctive labels, advertising, and bottle shapes, and sought injunctive relief, the 
profits realized from the sales of Doc’s, and general damages. A trial of issues 
resulted in findings of fact and an interlocutory decree favorable to plaintiff on 
July 25, 1949, in which the court granted an injunction and directed an accounting 
before a master. 

The district court based its jurisdiction, as the plaintiff had alleged, both on 
the diverse citizenship of the parties and because the action arose “under the trade- 
mark laws of the United States (15 U. S. C.).” It then found “good and valid” 
and owned by the plaintiff two trade-marks registered in the United States Patent 
Office, one No. 364,823 registered February 14, 1939, and the other No. 399,605 
registered January 19, 1943. The first is for the mark “Dad’s Old Fashioned” for 
use upon root beer; the second is for a mark using the label “Dad’s Old Fashioned 
Draft Root Beer,” accompanied by the bust of a man marked “Papa.” Although 
the copying of labels by defendants was almost identical except for the change 
from “Dad’s” to “Doc’s,” the court made no finding as to infringement or with 
reference to interstate commerce, but did find unfair competition with plaintiff 
and with plaintiff's products sold under its two registered trade-marks. And in its 
detailed findings, it recited unfair competition by defendants’ advertising in imita- 
tion of plaintiff’s labels, billheads, bills, and the like, including particularly an 
imitation of plaintiff’s second or more detailed trade-mark as “intended to lead 
to confusion.” But the findings went somewhat beyond the trade-marks to include 
plaintiff’s use of the terms “Papa,” “Mama,” and “Junior,” covering different 
sized bottles or the three together as the “Family” or “Dad’s Root Beer Family,” 
as against defendants’ use of the terms “Party,” “Family,” and “Handy” to dif- 
ferentiate the sizes. The injunction, too, was broader than a mere prohibition of 
trade-mark infringement and went to the various acts of unfair competition found. 

Defendants did not appeal from this interlocutory decree, nor do they now 
challenge the injunction or the findings upon which it was based. On the pro- 
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ceedings before the master, plaintiff waived all claim for damages other than 
defendants’ profits. The master found that profits had accrued to Doc’s beverages, 
Inc., in the sum of $3,633.89, and to Harkavy Beverage Co., Inc., in the sum of 
$2,641.80, during the infringing period from February 1, 1947, to December 31, 
1949, and that no profits accrued to the individual defendants. The court over- 
ruled defendants’ exceptions to the master’s report in a reasoned opinion, D. C. 
S. D. N. Y., 94 F. Supp. 121, and gave judgment for the plaintiff for these profits, 
together with interest, making the total sum of $6,840.50 and costs, including the 
cost of the reference. Defendants do not now challenge the findings as to the 
amount of profits, but bring before us for review only the legality of the award 
of profits.1 

This issue is presented by the court’s unchallenged findings that defendants 
had engaged in unfair competition, leading to its conclusion that plaintiff was 
entitled to an accounting of all profits from the sales of its competing root beer. 
From the evidence it appeared that there was no direct competition between 
plaintiff and defendants in the New York consuming market, and hence no lost 
sales of plaintiff's root beer. The nearest distribution points for plaintiff’s product 
were as distant as Buffalo, N. Y., Newark, N. J., and Philadelphia, Pa. Although 
there was no explicit finding, it seems accepted that defendants limited their 
sales to the Bronx and Westchester County. Plaintiff asserts an inability to obtain 
a new bottler for this New York territory because of defendants’ acts of unfair 
competition, but there was no definite proof as to this in the record. Defendants 
contend that under these circumstances an award of their profits is erroneous. 


While the district court reached its conclusion as a matter of state law, which it 
held controlling, plaintiff argues that the case is controlled by the Lanham Trade- 
Mark Act, 15 U. S. C. §§1051-1127. This act took effect July 5, 1947, or some 
five months after the beginning of the accounting period here. In its grant of 
remedies for violation of any right of a trade-mark registrant established in any 
civil action arising under it, it provides, inter alia “and subject to the principles 
of equity,” for the recovery of “defendant’s profits,” together with plaintiff's dam- 
ages sustained and costs. The statute further states: “In assessing profits the plain- 
tiff shall be required to prove defendant’s sales only; defendant must prove all 
elements of cost or deduction claimed,” and goes on to authorize an award up to 
three times actual damage and, where recovery based upon profits is either inade- 
quate or excessive, a judgment in the court’s discretion for such sum as is found 
“to be just, according to the circumstances of the case.” §35, 15 U. S. C. §1117. 
This is a broad grant of power, sufficient to authorize the present award if the 
statutory provision governs. It is obviously intended as an all-inclusive authoriza- 
tion; the reference to the principles of equity is not a throwback or limitation to 
earlier law, such as Hostetter v. Vowinkle, Fed. Cas. No. 6,714, 1 Dill 329, where 


1. Plaintiff does appear to question—as “with poor grace”—the present appeal as raising 
issues settled by the interlocutory decree. But whatever issues might have been raised on an 
appeal from the grant of an injunction, had defendants then sought review, it is clear that 
in any event all substantive issues are fully open on appeal from the final judgment. Bingham 
Pump Co. v. Edwards, 9 Cir., 118 F. 2d 338, certiorari denied Edwards v. Bingham Pump Co., 
314 U. S. 656; Victory Talking Mach. Co. v. George, 3 Cir., 105 F. 2d 697, certiorari denied 
George v. Victor Talking Mach. Co., 308 U. S. 611. 
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plaintiff had to adduce evidence of his own lost sales before he could recover 
defendant’s profits. It is, however, derived from, and a broadening of, the pro- 
vision for remedies for wrongful use of a trade-mark under the Trade-Mark Act 
of 1905, 15 U. S. C. §99, where the infringer’s profits on sales went to the owner 
of the mark unless the infringer showed that his infringement had no cash value 
in sales made by him, Mishawaka Rubber @& Woolen Mfg. Co. v. S. S. Kresge Co., 
316 U. S. 203, 206, 207; and plaintiff was entitled to them, even though it was 
not carrying on its business itself in the same territory. Hamilton-Brown Shoe Co. 
v. Wolf Bros. & Co., 240 U. S. 251, 269; Lawrence-Williams Co. v. Société Enfants 
Gombault et Cie, 6 Cir., 52 F. 2d 774, 777, certiorari denied Société Enfants Gom- 
bault et Cie v. Lawrence-Williams Co., 285 U. S. 549; L. P. Larson, Jr., Co. v. 
William Wrigley, Jr., Co., 7 Cir., 20 F. 2d 830, certiorari denied Wm. Wrigley, 
Jr., Co. v. L. P. Larson, Jr., Co., 276 U. S. 616; Century Distilling Co. v. Con- 
tinental Distilling Corp., D. C. E. D. Pa., 86 F. Supp. 503, 505. The phrase in 
the former statute which also provided for the grant of an injunction—now covered 
by §34, 15 U. S. C. §1116—was “according to the course and principles of equity” ; 
it clearly refers to the general principles which may condition or limit relief, such 
as the “equitable principles of laches, estoppel, and acquiescence” mentioned earlier 
in the act. §19, 15 U. S. C. §1069; and compare holdings that an award of profits to 
one engaged in an entirely different business—magazine publication as opposed to 
retail sales—is inequitable. Triangle Publications v. Rohrlich, 2 Cir., 167 F. 2d 
969, 974; Time, Inc. v. Life Color Laboratory, 198 Misc. 1038, 101 N. Y. S. 2d 
586, 588; Champion Spark Plug Co. v. Sanders, 331 U. S. 125, 131. Our first 
task therefore, is to determine whether federal or state law governs. 

Until the advent of Erie R. Co. v. Tompkins, 304 U. S. 64, 114 A. L. R. 
1487, in 1938, federal law was accepted as controlling issues of both trade-mark 
infringement and unfair competition. But since the advent of the energetic 
doctrine which takes its name from that case the situation has been confused. 
Some vigorous judicial claims are still heard for a uniform law; but the major 
view at least nods in the direction of a state rule, usually hazy, before resorting 
to the more complete and pertinent federal precedents.2 The Lanham Act, how- 
ever, executes a new turn back to uniformity; Judge L. Hand has succinctly 
pointed out that the “act did indeed put federal trade-mark law upon a new 
footing,” that “it is no longer open to doubt that the present act created rights 


2. See, e.g., Judge Wyzanski’s able discussion in National Fruit Product Co. v. Dwinell- 
Wright Co., D. C. Mass., 47 F. Supp. 499, affirmed without determining the issue in Dwinell- 
Wright Co. v. National Fruit Product Co., 1 Cir., 140 F. 2d 618; Pecheur Lozenge Co. v. 
National Candy Co., 315 U. S. 666; Landstrom v. Thorpe, 8 Cir., 189 F. 2d 46; Campbell 
Soup Co. v. Armour @ Co., 3 Cir., 175 F. 2d 795, certiorari denied 338 U. S. 847; Radio 
Shack Corp. v. Radio Shack, Inc., 7 Cir., 180 F. 2d 200; and Jewel Tea Co. v. Kraus, 7 Cir., 
187 F. 2d 278, with which compare Time, Inc. v. Viobin Corp., 7 Cir., 128 F. 2d 860, cer- 
tiorari denied 317 U. S. 673, and Philco Corp. v. Phillips Mfg. Co., 7 Cir., 133 F. 2d 663, 
148 A. L. R. 125; also the cases arising since the enactment of the act which are discussed 
below. Among articles see Zlinkoff, Erie v. Tompkins: In Relation to the Law of Trade-Marks 
and Unfair Competition, 42 Col. L. Rev. 955; Clark, State Law in the Federal Courts: The 
Brooding Omnipresence of Erie v. Tompkins, 55 Yale L. J. 267, 282; and the notable article 
by professor Charles Bunn, The National Law of Unfair Competition, 62 Harv. L. Rev. 987, 
wherein he argues that such a national law has existed since and by virtue of the Federal Trade 
Commission Act of 1914, 15 U. S. C. §45(a)—a conclusion said to be “quite persuasive” in 
Radie Shack Corp. v. Radio Shack, Inc., supra, 7 Cir., 180 F. 2d at page 202, n. 1. 
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uniform throughout the Union,” and that “clearly a change, and a most sub- 
stantial change, was intended, and the question is what that was.” S. C. Johnson 
& Son v. Johnson, 2 Cir., 175 F. 2d 176, 178, certiorari denied 338 U. S. 860. 
(While the present writer dissented from the decision therein as not giving ade- 
quate scope to the new act, his agreement with the quoted views is obvious.) In 
the same fashion the law of unfair competition with respect to trade-marks was 
expanded. Sec. 43(a), 15 U. S. C. §1125(a), now gives a remedy for use of “a 
false designation of origin, or any false description or representation, including 
words or other symbols tending falsely to describe or represent the same” on goods 
in commerce, in favor of “any person who believes that he is or is likely to be 
damaged by the use of any such false description or representation.” Since the 
federal courts are given jurisdiction of all actions arising under the act, §39, 15 
U.S. C. §1121, this remedy, too, is now definitely federal. See California Apparel 
Creators v. Wieder of California, 2 Cir., 162 F. 2d 893, 900, n. 12, 174 A. L. R. 
481, certiorari denied 332 U. S. 816; Callmann False Advertising As A Competitive 
Tort, 48 Col. L. Rev. 876, 885; Bunn, The National Law of Unfair Competition, 
62 Harv. L. Rev. 987, 998. 

More question has arisen as to the extent and meaning of §44, 15 U. S. C. 
$1126, which in subsection (h) states that nationals of foreign countries which are 
parties to certain named international conventions and treaties involving trade-marks 
“shall be entitled to effective protection against unfair competition” and goes on 
in (i) to specify that citizens or residents of the United States “shall have the 
same benefits” as are granted such nationals by the section. Relying particularly 
upon legislative history, various text writers have found in these provisions a 
broad grant of a national power of protection against unfair competition. This 
construction was accepted and followed in Stauffer v. Exley, 9 Cir., 184 F. 2d 962,4 
and approved in In re Lyndale Farm, C. C. P. A., 186 F. 2d 723, 726, 727. 
To the contrary in Ross Products v. Newman, D. C. 8. D. N. Y., 94 F. Supp. 566, 
holding that subsection (i) does not create any additional rights beyond those 
conferred earlier in the act.° The issue was not passed upon in Cutting Room 
Appliances Corp. v. Empire Cutting Machine Co., 2 Cir., 186 F. 2d 997, or 
Kleinman v. Betty Dain Creations, 2 Cir., 189 F. 2d 546, which, however, were 
patent cases. We need not settle this issue here, since the main prohibition against 
infringement in the act, §32, 15 U. S. C. §1114,° and the quoted provision pro- 


3. See, as representative, Rogers, New Concepts of Unfair Competition under the Lan- 
ham Act, 38 T. M. R. 259, 267; Ladas, Trade-Marks and Foreign Trade, 38 T. M. R. 278, 
288; Diggins, Federal and State Regulation of Trade-Marks, 14 Law & Contemp. Prob. 200; 
Callmann, False Advertising As A Competitive Tort, 48 Col. L. Rev. 876, 886-888; Lunsford, 
— and Unfair Competition—The Demise of Erie v. Tompkins, 40 T. M. R. 169 
179-183. 

4. Discussed more or less critically in 64 Harv. L. Rev. 1209 and 37 Va. L. Rev. 626; 
the result is approved in 19 Geo. Wash. L. Rev. 701. 

Relying, inter alia, upon the later statute, 28 U. S. C. §1338(b), conferring “pendent 
jurisdiction” upon the federal courts—an unnecessary grant, it is asserted, if the view of the 
Stauffer case is correct. 

6. While the district court did not explicitly find that defendants had knowledge or 
notice of the registered marks, yet it was clear that they did, not merely from the corre- 
spondence between the parties in the spring of 1947, but also from the notice on the labels 
which the defendants used during their holding of the franchise and thereafter copied. The 
intent to confuse by the copying was of course patent, as the court did find. 
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hibiting false descriptions of the goods, §43(a), 15 U. S. C. §1125(a), seem 
entirely adequate to justify the award absent difficulty with regard to “commerce.” 

By the express requirement of the two cited sections and the assumption in 
Stauffer v. Exley, supra, as to any right under §1126, the infringing use must occur 
in or affect “commerce,” as defined in the act. Before the Lanham Act it was 
well settled that federal remedies for trade-mark infringement applied only when 
defendants’ infringing acts were themselves in interstate commerce. United 
States Printing & Lithograph Co. v. Griggs, Cooper & Co., 279 U. S. 156; Pure 
Oil Co. v. Puritan Oil Co., 2 Cir., 127 F. 2d 6. The definitions of the act show an 
intent to extend the federal power; but how far is not yet settled. Thus it is 
stated: “The word ‘commerce’ means all commerce which may lawfully be regulated 
by Congress.” §45, 15 U. S. C. §1127, which also sets forth the intent of the 
act “to regulate commerce within the control of Congress by making actionable 
the deceptive and misleading use of marks in such commerce * * *; to protect 
persons engaged in such commerce against unfair competition; to prevent fraud 
and deception in such commerce by the use of reproductions, copies, counterfeits, 
or colorable imitations of registered marks; * * *”7 Nevertheless in certain cases 
under the act, the older requirement seems to have been applied more or less 
explicitly without the need of careful differentiations. See Samson Crane Co. v. 
Union Nat. Sales, D. C. Mass., 87 F. Supp. 218, affirmed per curiam 1 Cir., 180 
F. 2d 896; R. P. Hazzard Co. v. Emerson’s Shoes, D. C. Mass., 89 F. Supp. 211; 
C. B. Shane Corp. v. Peter Pan Style Shop, D. C. N. D. Ill., 84 F. Supp. 86; 
cf. Campbell Soup Co. v. Armour & Co., 3 Cir., 175 F. 2d 795, certiorari denied 
338 U. S. 847. 

The point is, however, considered with some care in Stauffer v. Exley, supra, 
and the conclusion is reached that while the defendants need not themselves be 
acting in interstate commerce yet their activities must cause some injury to 
plaintiff's interstate business. The case was sent back for findings upon this issue. 
See also Chamberlain v. Columbia Pictures Corp., 9 Cir., 186 F. 2d 923. At 
least so much extension would seem requisite in the light of the so strongly stressed 
intent of Congress. But this still does not leave entirely clear how much evidence 
of such injury is requisite before the remedies under the act are available. As we 
have seen, carrying on the same business in a different territory was sufficient to 
show a wrong even under the former act; and it was to be inferred “that there 
was a latent demand for plaintiff’s goods which it would eventually have supplied, 
except for the infringement.” Lawrence-Williams Co. v. Société Enfants Gombault 
et Cie, supra, 6 Cir., 52 F. 2d at page 777.8 Here, although the trial court had 
made no explicit findings on the matter, it is so apparent that the plaintiff’s trade- 





7. This is in accord with the statement in the Senate Committee Report on the bill 
that “sound public policy requires that trade-marks should receive nationally the greatest pro- 
tection that can be given them.” U. S. Code Cong. Serv., 79th Cong., 2d Sess. 1946, p. 1277. 

8. This would seem in substance the view presented in March, Territorial Scope of the 
Trade-Mark Act of 1946, 38 T. M. R. 955, 962-966, at least where the plaintiff’s mark is itself 
first in the field. Another writer suggests, more confidently, that “for the first time their 
[i.e., federal courts’) jurisdiction clearly extends to the intrastate user of a mark which infringes 
a mark registered under the Federal Act, as well as to intrastate acts of unfair competition 
irrespective of the amount in controversy or diversity of citizenship.” Robert, Commentary on 
the Lanham Trade-Mark Act, 15 U.S. C. at p. 269 before §1051. 
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marks are used in interstate commerce that returning the case for a finding to 
that effect would be a pure formalism. Moreover, the inference from the peddling 
of the same goods is all the stronger here because it does appear that there had 
been an actual demand which plaintiff had supplied through defendants’ franchise 
until defendants’ own breach of faith terminated the supply. In the view of the 
writer hereof this is a sufficient showing to make the statutory remedies and 
damages applicable for the period following the effective date of the Lanham 
Act. If that is so, then the act must apply to the exclusion of state law.® 
For the earlier period, in any event we are thrown back to state law. We agree 
with the district judge in his conclusion, D. C. S. D. N. Y., 94 F. Supp. 121, that 
under the New York law the result should be the same; and my colleagues feel 
that, for lack of findings, affrmance generally should be put upon this ground, 
rather than that stated above by the writer. 

As the district judge pointed out, it is well settled in equity that a trade- 
mark infringer is liable as trustee for profits accruing from his illegal acts, even 
though the owner was not doing business in the consuming market where the 
infringement occurred. See the specific holdings in Hamilton-Brown Shoe Co. v. 
Wolf Bros. & Co., and companion cases cited supra, as well as the principle set 
forth in Mishawaka Rubber G Woolen Mfg. Co. v. S. S. Kresge Co., supra. 
New York has expanded this rule to permit injunctive relief against unfair com- 
petition, even where no lost sales are shown. Michel Cosmetics v. Tsirkas, 282 
N. Y. 195, 26 N. E. 2d 16. See also Vogue Co. v. Thompson-Hudson Co., 6 Cir., 
300 F. 509, certiorari denied 273 U. S. 706; Lady Esther, Ltd. v. Lady Esther Corset 
Shoppe, 317 Ill. App. 451, 46 N. E. 2d 165, 148 A. L. R. 6, and cases collected 
in annotation following at 12; Note, 38 Harv. L. Rev. 370. True, recovery of 
defendant’s profits seems thus far to have been associated with the working 
hypothesis that they are a valid measure of plaintiff’s lost sales. See Westcott 
Chuck Co. v. Oneida Nat. Chuck Co., 199 N. Y. 247, 92 N. E. 639; Michel 
Cosmetics v. Tsirkas, supra. This affirmation does not of itself require the negative, 
however—that without direct competition in the same geographic area there can 
be no recovery of profits. We think the force of the precedents cited, re-enforced 
by the widely quoted and applied federal rule, leads to the contrary conclusion. 

For it is well settled that the court “will endeavor to adapt its relief to the 
general equities of a particular situation, or as nearly as it is possible to do so,” 
in designing relief for unfair competition. J. C. Penney Co. v. H. D. Lee 
Mercantile Co., 8 Cir., 120 F. 2d 949, 958. So the New York courts have 
declared adherence to the principle that the relief is to be a flexible one. Underhill 
v. Schenck, 238 N. Y. 7, 143 N. E. 773. Here, as in the case just cited, mutual 
dealings and a contractual business relationship existed prior to an unexcused 

9. Conceivably there may be some distinction between the unrestricted language of 
$1126 and “the sale in commerce” of goods carrying imitation or counterfeit labels of §1114(1), 
as well as the causing of falsely described goods “to be transported or used in commerce” of 
§1125(a), making the first named the more complete remedy. But that is believed doubtful 
under the broad definitions of $1127 quoted in the text. Since commerce itself means all 
commerce which Congress may lawfully regulate, and the legislative intent is to give remedies 
for all deceptive use of marks in such commerce and to protect persons engaged therein against 


unfair competition, it would follow that a use to the injury of marks which are in commerce 
is a use in commerce. See March, supra, note 8. 
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program of palming off which was intended to, and did, result in purchase- 
confusion. Of course plaintiff also had the loss of its franchise commissions and 
concentrate sales which it was enjoying until defendants substituted spurious 
“Old Fashioned” root beer for the trade-marked product. Moreover, plaintiff 
suffered through the possible deterioration of its advertising effectiveness by the 
appearance on the public market of a similarly named, but separate, product of 
the same substantial make-up. A limitation of plaintiff’s remedies to an injunction 
against further appropriation of its labels, devices, and advertising good will, 
leaving to the defendants the actual profits made through their wrongful acts, 
would be inequitable and contrary to the general state principles. 

Affirmed. 
Swan, C. J. (concurring) : 

I concur to the extent indicated in Judge Clark’s opinion. 
Frank, C. J. (concurring) : 

The district judge ignored the Lanham Act. Judge Clark concludes that to 
make the Lanham Act applicable here, it suffices to show some injury to plaintiff's 
interstate business. Whether that is enough, I do not care to consider, since there 
is no finding of such injury. I therefore follow the trial judge. That is, I rest 
my concurrence on state law alone. Because, then, on my view of the case, the 
Lanham Act is irrelevant, I do not join in—I neither concur in nor dissent from— 
that part of Judge Clark’s opinion (running from the fifth paragraph through the 
ninth) which discusses the meaning and scope of that statute. 





ESQUIRE, INC. v. MAIRA, ETC. 
No. 3793—U. S. D. C. M. D. Pa.—December 6, 1951 


Courts—]J uURISDICTION—GENERAL 
Courts—Conr.ict or LAws—APPLICABLE Law 
Jurisdiction held to rest upon alleged infringement of registered trade-mark or upon 
diversity of citizenship; and whether federal or Pennsylvania law controls held immaterial 
because they are the same as to unfair competition. 


TraDE-Mark INFRINGEMENT—Basis OF RELIEF—GENERAL 
Defendant’s use of “Esquire Shop” in connection with retail clothing store held 
not technical infringement of plaintiff’s registered trade-mark “Esquire” for magazines. 


Unrair ComMPETITION—Basis OF RELIEF—-GENERAL 
Trave-Marks—ACcQUISITION OF RIGHTS—-SECONDARY MEANING 
Plaintiff’s use of “Esquire” held to have acquired a secondary meaning, indicative 
in public mind of relationship between plaintiff's magazine and men’s apparel, styles 
and fashions, entitling plaintiff to protection against use of that name even in non- 
competing business whenever such use is likely to cause confusion of public as to origin or 
sponsorship of goods. 
Evidence of specific instances of confusion is unnecessary; test is whether public 
is likely to be deceived. 
While plaintiff probably will not lose sales of its magazine, defendant by use of 
“Esquire Shop” got a free ride upon plaintiff’s goodwill and to that extent plaintiff’s 
property right in its trade-mark is diluted and rendered less valuable. 
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Defendant’s use of “Esquire Shop” held unfair competition with plaintiff. 


UNFAIR COMPETITION—DEFENSES—GENERAL 
Disparity in size of respective businesses held not to bar injunctive relief. 
Character or quality of plaintiff’s literature held not involved in this case; and 
defense of unclean hands not sustained. 


UNFAIR COMPETITION—SCOPE OF RELIEF—PARTICULAR INSTANCES 
Plaintiff held entitled to decree restraining defendant from in any way, form or 
manner simulating or making any use whatsoever of plaintiff’s trade name or trade-mark 
“Esquire,” with proviso that decree shall not become effective for 10 days to give defendant 


reasonable time to take steps necessary to comply. 

Plaintiff held not entitled to damages, costs or attorneys’ fees. 

Trade-mark infringement and unfair competition suit by Esquire, Inc. against 
Samuel Maira, doing business as Esquire Shop. Judgment for plaintiff granting 
injunction. 

Charles H. Welles, III and Welles & Mackie, of Scranton, Pa., and Harold R. 
Medina, Jr., of New York, N. Y., for Plaintiff. 

Irving L. Epstein, of Scranton, Pa., for Defendant. 

Watson, C. J.: 

This is a suit for an alleged infringement of a trade-mark and unfair com- 
petition. The Plaintiff is the publisher of “Esquire” Magazine and seeks to enjoin 
the Defendant, Samuel Maira, from using the name “Esquire” in connection with 
a men’s clothing store operated by the Defendant in the City of Pittston, Pennsylvania 
under the name “Esquire Shop.” Plaintiff has withdrawn its original request for 
damages, costs and attorneys’ fees. 

The case was tried without a jury and the Court makes the following special 
findings of fact: 

1. The Plaintiff is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware with its principal places of business in Chicago, 
Illinois and New York City, New York. 

2. The Defendant is a citizen and resident of the State of Pennsylvania. 

3. The amount in controversy, exclusive of interest and costs, exceeds $3,000.00. 

4. Since 1933, Plaintiff and its immediate predecessor, Esquire Publishing 
Company, have been in the business of publishing a magazine called “Esquire,” 
sub-titled ““The Magazine for Men,” and also a trade magazine called Esquire’s 
“Apparel Arts.” 

5. The Plaintiff's predecessor, Esquire Publishing Company, was granted a 
Trade-Mark, Number 313,768, by the United States Patent Office on June 5, 1934, 
for the word “Esquire” for use on its monthly publication. 

6. “Esquire” magazine was at first a men’s fashion magazine published for 
the consumer, but to be sold only through the men’s stores. Demand for the maga- 
zine was great and so it was also placed on the newsstands. 

7. “Esquire” magazine was expanded in scope to include articles and stories, 
photographs, cartoons, and drawings, all with a definite masculine flavor. 

8. 10 to 20% of the editorial content of “Esquire” magazine is still devoted to 
men’s fashions. 

9. A considerable portion of the advertising in “Esquire” magazine pertains 
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to men’s wearing apparel, ranging from a high of 47.42% of total advertising in 
1941 to a low of 30.49% in 1950. 

10. “Esquire” magazine has acquired a wide and favorable reputation as an 
authority on men’s fashions. 

11. The distribution of “Esquire” magazine is general and extensive and 
has acquired much popularity with men throughout the country. 

12. The average net paid circulation of “Esquire” magazine has risen from 
149,680 copies in 1934 to 790,256 copies in 1950. 

13. As an adjunct to its magazines, Plaintiff does promotional work in men’s 
wearing apparel and accessories. 

14. Plaintiff has a working arrangement with manufacturers who advertise 
in “Esquire” magazine, whereby Plaintiff supplies the manufacturers with window 
display cards with their ads affixed to them, which the manufacturers in turn send 
out to their retail customers for display in their store windows. The cards will 
generally have written across the top the words “You saw it in Esquire,” accom- 
panied by a reproduction of the familiar dapper, bulbous-eyed little gentleman 
called “Esky,” who appears on the cover of “Esquire” Magazine. 

15. Plaintiff also prepares tags for manufacturers who advertise in “Esquire” 
to place on their products. The tags also carry a reproduction of “Esky” and also 
carry the words “As Advertised in Esquire.” 

16. Plaintiff distributes millions of the above window display cards and tags 
to manufacturers who advertise in “Esquire.” 

17. Plaintiff also promotes and exploits fashions appearing in “Esquire” by 
tying them in with retail establishments throughout the country. Plaintiff prepares 
window display material for retail stores, direct mail material which stores can 
mail to customers, and mats for advertising which may be used in the local 
newspapers. 

18. Plaintiff also runs advertisements of its own in newspapers and magazines 
and sends mail material directly to the public, calling attention to various aspects 
of “Esquire” which pertain to men’s fashions. 

19. One of the fashion promotion ideas of the Plaintiff is that of the 
familiar “Mr. T,” which was designed to stimulate the sale of men’s clothing 
with a new kind of fashion—one which was supposed to make men look tall, thin, 
and trim. Plaintiff first ran fashion pages of “Mr. T” in its trade magazine “Apparel 
Arts” in July, 1950, and then followed it up in the “Esquire” magazine issue of 
October, 1950. As part of the “Mr. T” promotion, Plaintiff supplied window display 
cards, tags, stickers, advertisement materials and direct mail material to approxi- 
mately 800 men’s retail stores throughout the country. 

20. The tie-in of the promotion work with “Esquire” magazine has helped to 
introduce new fashions, styles, trends, and ideas in the field of men’s apparel. 

21. No magazines prior to “Esquire,” or at the present time, perform the same 
promotional work in men’s fashions. 

22. Most of the promotional material is distributed to the manufacturers and 
retailers free of charge. 

23. Plaintiff maintains a promotion department in its organization which pre- 
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pares this material. Thirty-two people are engaged in promotional work in Plaintiff’s 
offices in Chicago and New York City. 

24. Promotion expenses, which include the cost of promoting the “Esquire” 
magazine as well, have risen from $49,904 in 1933, to $1,014,669 for the fiscal 
year of 1950. 

25. The Defendant, Samuel Maira, is the owner and operator of a men’s 
clothing and furnishings store at 66 North Main Street, Pittston, Pennsylvania, and 
for approximately the past 3 years has owned and operated said store under the 
name of “Esquire Shop.” 

26. Until March or April of 1951, the large sign above Defendant’s store car- 
ried the name “Esquire Shop” with the word “Esquire” being written in the 
distinctive script which Plaintiff has used on its magazines and for which it has 
received a Trade-Mark from the United States Patent Office. In March or April 
of 1951, the sign was repainted to read “Sam Maira’s Esquire Shop, Style Creators,” 
with the word “Esquire” now appearing in block lettering instead of the dis- 


tinctive script. 
27. Defendant’s store window contains a small sign in the shape of an artist’s 


palette with the words “Esquire Shop, Style Creators” appearing thereon. The 
word “Esquire” is written in the distinctive script employed by the Plaintiff on its 


magazines. 

28. Defendant displays the words “Esquire Shop” on its store bags and also 
in its advertisements in the local newspapers. 

29. Defendant places labels in some of the clothing he sells, which labels 
read “Esquire Shop.” 

30. Defendant has kept copies of “Esquire” Magazine in his store, along with 
other magazines, for customers to read. 

31. Defendant had seen and read issues of “Esquire” magazine prior to the 
time he opened his store, the “Esquire Shop.” 

32. Defendant on April 30, 1950, advertised in a local newspaper to the 
effect that he was not connected with any organization bearing a similar title to 
the “Esquire Shop,” nor did he pattern his suits and shirts after ideas propounded 
by any national magazine. 

33. Plaintiff has not sponsored or licensed the Defendant to use the name 
“Esquire Shop.” 

34. Plaintiff sent letters to Defendant beginning in October, 1948, and con- 
tinuing on into 1950, asking Defendant to discontinue the use of the name “Esquire 
Shop.” 

35. The Plaintiff has built up extensive goodwill in the field of men’s fashions 
under its trade-mark “Esquire.” 

36. Defendant deliberately chose the name “Esquire Shop” with knowledge 
of the reputation which “Esquire” magazine had acquired in the field of men’s 
fashions and thereby sought to trade on and take unfair advantage of the magazine’s 
fame, reputation and goodwill. 

37. From the evidence in this case, the Court finds that the name “Esquire 
Shop” is likely to generate a false belief or impression in the minds of the con- 
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suming public that the Defendant’s store has been approved, endorsed or sponsored 
by Esquire, Inc., as a style and fashion center of men’s wearing apparel, or that the 
clothes sold therein have been advertised or mentioned in “Esquire” magazine. 


DiscussION 


The jurisdiction of the court is not disputed and may rest either upon the 
allegation of infringement of a registered trade-mark, Armstrong Paint @ Varnish 
Works v. Nu-Enamel Corp. et al., 305 U.S. 315, 59 S. Ct. 191, 83 L. Ed. 195 [29 
T. M. R. 3], or upon diversity of citizenship. It is immaterial whether the federal 
law or Pennsylvania law controls, for the law on unfair competition as announced 
by the Pennsylvania courts is in no wise different from that laid down in the 
federal courts. See B. V. D. Co. v. Kaufmann @& Baer Co., 1922, 272 Pa. 240, 116 
A. 508; Thomson-Porcelite Co. v. Harad, 1947, 356 Pa. 121, 51 A.2d 605 [37 
T. M. R. 362]; Consolidated Home Specialties Co. v. Plotkin, 1947, 358 Pa. 14, 55 
A. 2d 404 [38 T. M. R. 218]. Safeway Stores, Inc. v. Sklar, 1947, D. C., E. D., Pa., 
75 F. Supp. 98, 102 [38 ‘T. M. R. 69]. 

At the outset it is to be noticed that the Plaintiff and the Defendant are not 
in direct competition with each other. Plaintiff is a publisher of “Esquire” maya- 
zine which caters and appeals to men; Defendant owns and operates a men’s clothing 
store. This poses the question of whether or not Plaintiff is to be denied injunctive 
relief on this account. 

If Plaintiff based his suit solely on the theory of infringement of its trade-mark 
under the Trade-Mark Act, 15 U. S. C. 1114, this Court would have to deny 
Plaintiff any relief. Plaintiff secured its trade-mark “Esquire” for use on its maga- 
zines. It must be conceded that retail clothing stores are not of the same descriptive 
properties or of the same class of goods as those set forth in the trade-mark registra- 
tion, namely, magazines. The Court finds that despite Plaintiff’s work in the pro- 
motion of men’s fashions there was no technical infringement of Plaintiff’s trade- 
mark. Hanson, et al. v. Triangle Publications, Inc., 1947, 8 Cir., 163 F. 2d 74 [37 
T. M. R. 645]; Triangle Publications, Inc. v. Rohrlich, et al., 1948, 2 Cir., 167 F. 2d 
969 [38 T. M. R. 516, 657]. 

This does not, however, preclude Plaintiff from securing relief on the theory 
of unfair competition, for Plaintiff’s use of its trade-mark “Esquire” has acquired a 
secondary meaning indicative in the public mind of a relationship between “Esquire” 
magazine and men’s wearing apparel, styles, trends, and fashions, and this secondary 
meaning was acquired prior to the time Defendant began to use the name “Esquire 
Shop.” Having acquired a secondary meaning, Plaintiff is entitled to protection 
of its reputation against the use of that name by others even in a non-competing 
business, whenever such use is likely to cause confusion in the minds of the public 
as to the origin of the goods, or as to sponsorship or approval of the goods or the 
business establishment. Hanson, et al. v. Triangle Publications, Inc., supra; Triangle 
Publications, Inc. v. Rohrlich, supra; Yale Electric Corp. v. Robertson, 1928, 2 Cir., 
26 F. 2d 972. 

While there is no showing that any member of the public has been misled into 
the belief that Defendant’s store has been approved, endorsed or sponsored by the 
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Plaintiff, it is probable that such a false belief will be generated. Evidence of 
specific instances of confusion is unnecessary. La-Touraine Coffee Co., Inc. v. Lor- 
raine Coffee Co., Inc., 1946, 2 Cir., 157 F. 2d 115; Swarthmore Classics, Inc. v. 
Swarthmore Junior, 1949, D. C., S. D., N. Y., 81 F. Supp. 917. The test is whether 
the public is likely to be deceived. Best G Co., Inc. v. Miller, 1948, 2 Cir., 167 F. 2d 
374, 377. 

This Court finds from the evidence that a men’s retail clothing store bearing 
the name “Esquire Shop” is likely to generate a false belief or impression in the 
minds of the consuming public that the store has been approved, endorsed, or spon- 

; 


sored by “Esquire” magazine as a style and fashion center of men’s wearing apparel. 


or that the clothes sold therein have been advertised or mentioned in “Esquire” 


magazine. 

It is true that the Defendant does not and probably will not deprive the Plain- 
tiff of trade in the sale of its magazine, but, nevertheless, Defendant’s use of the 
name “Esquire Shop” has enabled the Defendant to get a free ride upon the good- 
will and reputation built up by the Plaintiff, and to that extent the value of Plain- 
tiff’s property right in its trade-mark is diluted and rendered less valuable. 


Nor does the disparity in the size of the respective businesses bar injunctive 
relief. Stork Restaurant, Inc. v. Sahiti, et al., 1948, 9 Cir., 166 F. 2d 348 [38 T. M. R. 
431]. To allow the Defendant to use the name “Esquire Shop” merely because it 
is humble in its field of operations would set a precedent which would threaten to 
nibble away or dilute the value of the goodwill which Plaintiff has established in 
the field of men’s wearing apparel. 

The Court is of the opinion that this case is ruled by the cases involving the 
magazine “Seventeen,” to wit, Hanson, et al. v. Triangle Publications, Inc., 1947, 8 
Cir., 163 F. 2d 74, [37 T. M. R. 645], supra; and Triangle Publications, Inc. v. Rohr- 
lich, et al., 1948, 2 Cir., 167 F. 2d 969 (38 T. M. R. 516, 657], supra. Plaintiff in 
those actions, under the registered trade-mark “Seventeen,” published a magazine 
of fashions and other interests for teen-age girls. In the first suit, the defendant, 
Hanson, manufactured dresses under the name “Seventeen,” and in the second suit 
defendant, Rohrlich, manufactured girdles under the name “Miss Seventeen.” In 
both cases, the respective Courts of Appeal held that the word “Seventeen,” as 
used by the plaintiff, had acquired a secondary meaning, and that its use by the 
defendants was likely to cause a confusion as to sponsorship by plaintiff, and that 
the public might erroneously believe that defendants’ dresses and girdles were adver- 
tised in or sponsored by the magazine and that plaintiff’s reputation and goodwill 
would thereby be injured. 

Defendant, however, urges that Plaintiff should not have equitable relief on 
the theory that Plaintiff comes into court with unclean hands, for the magazine 
“Esquire” contains drawings, pictures, and cartoons which are, to use the language 
of counsel for the Defendant, “salacious, suggestive, bawdy and invariably showing 
females in various degrees of disattire and containing innuendoes referring to sex.” 
As to this, the Court need only state that the character or quality of the literature 
is not involved in this case. Esquire, Inc. v. Esquire Bar, 1941, D. C., S. D., Fla., 
37 F. Supp., 875. The cartoons, pictures and drawings published in “Esquire” are 
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only incidental and are not relevant to the issues at hand. These cartoons, pictures 
and drawings unquestionably appeal to the taste of many men, and they may very 
well account for a substantial portion of the magazine’s popularity, but it cannot 
be disputed that “Esquire” magazine has also acquired a wide and favorable reputa- 
tion as an authority on men’s fashions, and, in which field, it is the opinion of the 
Court, the word “Esquire” has taken on a secondary meaning. 


CoNCLUSIONS OF LAW 


1. The Court has jurisdiction over the parties and the subject matter involved 
in the proceeding. 

2. Plaintiffs trade-mark, “Esquire,” is a valid one and is in force and effect. 

3. Plaintiff’s trade-mark is a valuable asset and entitled to protection in the 
courts. 

4. Defendant’s use of the name “Esquire Shop” in connection with his men’s 
clothing store is no technical infringement of Plaintiffs trade-mark “Esquire.” 

5. Plaintiff's trade-mark, “Esquire,” has acquired a secondary meaning indic- 
ative in the public mind of a relationship between “Esquire” magazine and men’s 
wearing apparel, styles, trends, and fashions, and this secondary meaning was 
acquired prior to the time Defendant began to use the name “Esquire Shop.” 

6. The trade-mark “Esquire” having acquired a secondary meaning, Plaintiff 
is entitled to protection of its reputation against the use of that name by the 
Defendant. 

7. Defendant’s use of the name “Esquire Shop” as the name of his store con- 
stitutes unfair competition with respect to the Plaintiff. 

8. Plaintiff is entitled to an injunction against Defendant’s continued unfair 
competition. 

9. Plaintiff is not entitled to damages, costs or attorneys’ fees. 

10. A decree will be signed permanently enjoining the Defendant, his agents, 
attorneys, or employees from in any way, form or manner simulating or making 
any use whatsoever of Plaintiff's trade name or trade-mark “Esquire”; with the 
proviso, that such decree shall not become effective until 10 days after its date in 
order that Defendant may have a reasonable time to take such steps as may be 
necessary to comply with the decree. 





ADMIRAL CORPORATION v. PENCO, INC. 
No. 5036—U. S. D. C. W. D. N. Y.—November 26, 1951 


Unrair CoMPETITION—BAsIS OF RELIEF—GENERAL 
On facts of record, defendant held to have competed unfairly with plaintiff by 
selling vacuum cleaners and sewing machines under trade-mark “Admiral” by representing 
such articles were products of plaintiff. 


UnFair CoMPETITION—SCOPE OF RELIEF—PARTICULAR INSTANCES 
Courts—PRELIMINARY INJ UNCTIONS—PARTICULAR INSTANCES 
To protect plaintiff’s rights during pendency of action, it is not necessary here to 
adjudicate all issues tendered by complaint. 
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Plaintiff held entitled to preliminary injunction restraining defendant from repre- 
senting that its vacuum cleaners and sewing machines originate with plaintiff; and 
ordering that written instructions forbidding such representations be delivered to each 
employee selling defendant’s products; that defendant delete legends to the effect that 
its products marked “Admiral” are nationally distributed and serviced; that defendant’s 
literature, labels and cartons dealing with articles marked ‘Admiral’ shall have added 
to them, conspicuously and in bold letters, the explanatory phrase prescribed by the Court. 


Unfair competition suit by Admiral Corporation against Penco, Inc. Plaintiff's 
motion for preliminary injunction granted. 
Charles Shepard, of Rochester, N. Y. (Wilkinson, Huxley, Byron & Hume and Gerrit 
P. Groen, of Chicago, IIl., of counsel) for Plaintiff. 
Marvin L. Falk, of Rochester, N. Y. (Caesar & Rivise and A. D. Caesar, of Phila- 
delphia, Pa., of counsel) for defendant. 
Burke, D. J.: 
FINDINGS oF Fact 


1. Plaintiff is a Delaware corporation having its principal office and place of 
business in Chicago, Illinois. 

2. Defendant is a New York corporation and has a place of business at 30 
South Avenue, Rochester, New York. 

3. This suit arises under the trade-mark laws of the United States for infringe- 
ment of registered trade-marks and for unfair competition. 

4. Plaintiff was organized in 1934. At that time it took over assets from 
Columbia Radio Corporation which included the trade-mark “Admiral” and the 
good will connected therewith. Plaintiff is distributing and selling a variety of house- 
hold appliances which include radio and television receiver sets, radio and phono- 
graph combinations, dehumidifiers, electric ranges and electric refrigerators. It 
has also sold other household equipment and appliances from time to time. 

5. In all of its advertising and sales activities plaintiff has used and is using 
“Admiral” as its trade-mark. 

6. Among the registrations for the trade-mark “Admiral” which plaintiff has 
secured in-the United States Patent Office are the following: 


No. 273,655 
403,192 
407,816 
409,912 
412,039 
440,438 


Plaintiff has also registered “Admiral” as a trade-mark in other principal countries 
throughout the world. 

7. It appears from prima facie proof that since 1934 plaintiff’s sales of house- 
hold appliances bearing the trade-mark “Admiral” have approximated three-quar- 
ters of a billion dollars and that such sales for 1950 were in excess of $230,000,000. 

8. Plaintiff advertises and sells all its products under the trade-mark “Admiral.” 

9. It appears from prima facie proof that since 1934 plaintiff has expended 
for advertising a sum in excess of $25,000,000. In all this advertising the trade-mark 
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“Admiral” has been the dominant feature. Plaintiff's current advertising expendi- 
tures are approximately $8,000,000 per year. 

10. Plaintiff uses every popular means of advertising media which includes 
radio and television broadcasts locally and on national hookups, extensive daily 
newspaper and national advertising, sales promotion literature, catalogues, and the 
like. 

11. Defendant sells a variety of household appliances including electric vacuum 
cleaners and electric sewing machines. 

12. Defendant advertises through local newspapers and by radio. Defendant’s 
advertisements usually feature rebuilt Electrolux vacuum cleaners for approximately 
$12.95 and rebuilt Singer sewing machines for approximately $24.95. 

13. Defendant operates several stores throughout the State of New York in 
the cities of Binghamton, Rochester, Elmira and Syracuse. It employs a number of 
salesmen at each store to call on prospective customers, particularly those who 
respond to its advertisements. 

14. Defendant has offered for sale and has sold a large number of electric 
vacuum cleaners and electric sewing machines under the trade-mark “Admiral.” 

15. Defendant in response to inquiries based on its advertisements calls on 
potential customers and displays the rebuilt vacuum cleaner or sewing machine 
advertised. If the customer fails to show an interest in purchasing the rebuilt device 
its salesmen offer to demonstrate new vacuum cleaners or sewing machines bearing 
the trade-mark “Admiral.” It appears from prima facie proof that it is the policy 
of the defendant to advertise only rebuilt Electrolux vacuum cleaners and rebuilt 
Singer sewing machines and never to advertise Admiral sewing machines or 
Admiral vacuum cleaners. Currently its sales of vacuum cleaners and sewing 
machines in its Rochester store under the trade-mark “Admiral” are approximately 
five times as great as its sales of vacuum cleaners and sewing machines under the 
marks “Electrolux” and “Singer” respectively. 

16. Its salesmen have called upon a number of customers in and about 
Rochester, New York, in response to inquiries by such customers to its advertise- 
ments offering rebuilt Electrolux vacuum cleaners and rebuilt Singer sewing 
machines. Several customers so approached by its salesmen when shown either 
the Electrolux vacuum cleaner or the Singer sewing machine upon expressing dis- 
interest in these appliances were immediately offered a new electric vacuum cleaner 
or a new electric sewing machine bearing the trade-mark “Admiral.” Such cus- 
tomers were told or it was clearly implied to them that these appliances bearing the 
trade-mark “Admiral” originated with or were manufactured by Admiral Corpo- 
ration. In other instances these customers, when they inquired as to the origin of 
the appliances offered by defendant which bore the trade-mark “Admiral.” were 
assured that such appliances originated with the “television people,” or “the Admiral 
Company,” or similar statements were made of the plain import that its products 


originated with Admiral Corporation. 

17. Defendant’s vacuum cleaners sold under the trade-mark “Admiral” are 
manufactured in Chicago by the Clement Manufacturing Company. 

18. The head or principal mechanism comprising defendant’s sewing machine 
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sold under the trade-mark “Admiral” is made in Japan and a label bearing the 
trade-mark “Admiral” is affixed thereto after importation into the United States. 

19. Reference to the manufacturing source of defendant’s Admiral vacuum 
cleaners and sewing machines is either entirely absent from the devices or is incon- 
spicuously displayed and the cartons containing the vacuum cleaner make no refer- 
ence to the manufacturing source. 

20. Defendant furnishes to its customers who buy Admiral vacuum cleaners 
and sewing machines instruction booklets and a so-called 20-year guarantee cer- 
tificate. These booklets and certificates refer to Admiral conspicuously as the trade- 
mark and also contain such legends as “Nationally distributed and serviced by 
authorized Admiral sewing machine dealers everywhere,” when in fact this defendant 
operates only in New York, maintaining a few repairmen in connection with its 
stores. 

21. Several of defendant’s customers in and about Rochester, New York, have 
purchased either electric vacuum cleaners or electric sewing machines bearing the 
trade-mark “Admiral” from defendant, believing that such appliances were manu- 
factured by or originated with plaintiff. The belief of such customers that defend- 
ant’s products were manufactured by or originated with plaintiff was based upon 
affirmative acts of defendant’s salesmen by either stating or clearly implying that 
defendant’s products originated with Admiral Corporation. 


ConcLusIons oF Law 


1. This Court has jurisdiction of the parties and the subject matter of this 


action. 

2. Penco, Inc., has competed unfairly with Admiral Corporation by offering 
for sale and selling electric vacuum cleaners and electric sewing machines under 
the trade-mark “Admiral” by representing to customers that such articles were 


products of Admiral Corporation. 

3. It is not appropriate in the present state of the case to adjudicate all of the 
issues tendered by the complaint, nor is it necessary to do so to protect plaintiff’s 
rights during the pendency of the action. 

4. Admiral Corporation should have a preliminary injunction pending the 
final determination on the merits providing: 


1. That Penco, Inc., be restrained from offering for sale and selling its electric 
vacuum cleaners and electric sewing machines by representing cither directly or 
indirectly or by implication that such articles originate with Admiral Corporation. 

2. That Penco, Inc., issue written instructions to its employees engaged in 
selling its products that such employees are forbidden to represent either directly 
or indirectly or by implication that articles offered for sale by Penco, Inc. under the 
trade-mark “Admiral” are manufactured by or have any connection with Admiral 
Corporation and that such written instructions be delivered to each employee engaged 
in selling its products. 

3. That Penco, Inc. shall add conspicuously in printed bold letters to all of its 
written material dealing with articles marked “Admiral,” whether labels, advertising 
circulars or literature of any other description the following: “Not connected in any 
way with Admiral Corporation. Manufactured by —-————-———, for Penco, Inc.” 

4. That cartons containing any article bearing the mark “Admiral,” when de- 
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livered to purchasers, shall have conspicuously printed on the outside in bold letters 
the same information provided in paragraph 3 above. 

5. That Penco, Inc. shall delete from its written material dealing with articles 
marked “Admiral” legends denoting that its products marked “Admiral” are 
nationally distributed and serviced by authorized Admiral dealers everywhere. 


5. In accordance with the requirement of subdivision (c) of Rule 65 of the 
Federal Rules of Civil Procedure the plaintiff shall file a bond in the amount of 
$5,000 for the payment of such costs and damages as may be incurred or suffered 
by any party who is found to have been wrongfully enjoined or restrained. 

6. Settle decree on two days’ notice. 





CENTURY DISTILLING COMPANY v. CONTINENTAL DISTILLING 
CORPORATION 


No. 9789—U. S. D. C. E. D. Pa—November 13, 1951 


TRADE-MARK INFRINGEMENT—SCOPE OF RELIEF—ACCOUNTING 


Courts—Costs—GENERAL 

Counsel fees and other expenses of litigation held not recoverable either as costs 
or damages, by successful defendant-counterclaimant in absence of fraud, palming off, 
malice or deliberate attempt to destroy defendant’s business. 

Even if Aladdin case ruling is sound, the discretion to award counsel fees as com- 
pensatory damages is not to be exercised except in most exceptional circumstances and 
must be confined within the limits set by almost uniform trend of judicial decision. 

Allowance of costs to defendant-counterclaimant held limited to those authorized 


by the fee bill. 


Suit under R. S. 4915 to compel issuance of registration, by Century Distilling 
Company against Continental Distilling Corporation, in which defendant counter- 
claimed for trade-mark infringement. Defendant’s motion for award of counsel 
fees as part of costs denied. 

Joseph S. Clark, Jr., Arthur E. Newbold, III, and Barnes, Dechert, Price, Smith @ 
Clark, of Philadelphia, Pa., and Miller, Westervelt, Johnson G@ Thomason, of 
Peoria, Ill., for plaintiff. 

Leonard L. Kalish, Earl Jay Gratz, and Robert T. McCracken, of Philadelphia, Pa., 
for defendant. 

KirKpaTRIcK, C. J.: 

In this action, based upon trade-mark infringement, the master’s report recom- 
mending that the final decree should include a direction to Century “to pay the 
cost of this inquiry” was confirmed, and the matter is now before the Court upon 
the question whether Continental’s counsel fees and other expenses incurred in 
this litigation should be included, in whole or in part, as part of the costs. 

In Gold Dust Corporation v. Hoffenberg, 87 F. 2d 451, 453 (27 T. M. R. 205), 
(2nd Circuit), the Court said that, although the giving or withholding of costs, 
their apportionment and division is a matter of discretion, “the allowance of costs 
has with practical uniformity been restricted to those authorized by the fee bill * * * 
or by some other statutory provision * * *. Where no federal statute is applicable, 
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the federal courts resort to the statutes and the practice of the state * * *. Both 
in federal and state courts it is established in actions at law and almost uniformly 
settled in equity cases that counsel fees may not be recovered.” 

In Hackett and Hackett v. Hackett et al., 104 Pa. Superior 353, 356: 


“This is not an open question in Pennsylvania, notwithstanding contrary deci- 
sions in other jurisdictions * * *. Over and over again we have decided there can 
be no recovery for counsel fees from the adverse party to a cause, in the absence of 
express statutory allowance of the same.” 


In Blum v. William Goldman Theatres, 164 F. 2d 192, the Circuit Court of 
Appeals for this circuit decided that counsel fees could not be recovered as an item 
of damages. In that case the action was for maliciously procuring a breach of the 
plaintiff's contract with a third party and the counsel fees disallowed included 
those necessarily expended by the plaintiff in enforcing his contract against the 
third party—a better state of facts for allowance of counsel fees than those in the 


present case. 

I find no decision authorizing the allowance as costs to a party of his counsel 
fees incurred in the litigation in which costs have been awarded him, with the 
exception of cases in which a class of beneficiaries which has benefited by the litiga- 
tion has been required, under the form of an allowance of costs, to share the 
expenses incurred by the party who carried on the litigation from which all 
benefited. 

I find no decision which authorizes the recovery of counsel fees, as damages, 
by the injured party in a trade-mark infringement case with the exception of 
Aladdin Mfg. Co. v. Mantle Lamp Co. of America, 116 F. 2d 708 (36 T. M. R. 
366). In that case the Court found that the infringement was not only wilful but 
fraudulent, in fact so grossly fraudulent as to justify the imposition of exemplary 
damages. The Court allowed counsel fees as compensatory damages but was 
moved, by the defendant’s conduct, to say that the plaintiff was “entitled to compen- 
satory damages and in addition such limited exemplary damages as the facts and 
circumstances justify” and then said that the total damage, including “the injury 
to appellant’s business and its good name, the nullification of its advertising, and 
all other elements, both compensatory and examplary, amounted to not less than 
$25,000 and not in excess thereof, in addition to the expenditures incurred in liti- 
gation. Indeed we believe the evidence sustains the allowance of this sum purely 
as compensatory damages. We are not inclined to approve further punitive dam- 
ages in view of the punishment meted out in the contempt proceedings.” 


The Aladdin case does hold that the Court in a trade-mark case has discre- 
tion to award counsel fees as compensatory damages, but, certainly, even if that 
ruling is sound, the discretion must be confined within the limits set by the almost 
uniform trend of judicial decision, and is not to be exercised except in the most 
exceptional circumstances. I am not sure that I would be able to follow the Aladdin 
case if the question were squarely presented here. But it is not. In this case, al- 
though the plaintiff's conduct was wilful in the sense that it was not innocent or 
inadvertent, it was not (and I have so found) fraudulent. There were no circum- 
stances of palming off or express malice, and no deliberate attempt to destroy the 
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defendant’s business. The worst that can be said about the plaintiff’s conduct is 
that it mistook its legal rights and stubbornly clung to its ill-advised course of 
conduct after it became apparent that it would be wiser to give it up. I, therefore, 
disallow the defendant’s claim for counsel fees as well as its claim for other expenses 
of litigation and limit the allowance of costs to those authorized by the fee bill. 





TIME, INCORPORATED v. LIFE COLOR LABORATORY, INC. 
N.Y. S. Ct., App. Div. Ist Dept—November 13, 1951 


TrRADE-MarKS—SECONDARY MEANING—PARTICULAR INSTANCES 
Plaintiff held not to have acquired secondary meaning in word “Life,” in field of 
photography, to extent that its use as part of name of defendant would constitute unfair 
competition. 


Unrair CoMPETITION—BAsIs OF RELIEF—GENERAL 
Defendant’s use of word “Life,” as part of its name, in connection with developing 
and printing of color photographs held not likely to cause confusion. 
On facts of record, held there was no basis for decree restraining defendant from 
using word “Life” in its corporate name or business. 


Appeal from Supreme Court, New York County. 

Unfair competition suit by Time, Incorporated against Life Color Laboratory, 
Inc. Defendant appeals from judgment for plaintiff granting injunction. Reversed. 
Andrew Eckel, Richard T. Graham, Patrick Hughes, and Doyle & Hefferman, of 
New York, N. Y. for defendant-appellant. 

Harold R. Medina, Jr., Albert Rosenblum, and Cravath, Swaine & Moore, of New 

York, N. Y., for respondent. 

PER CurRIAM: 

Plaintiff undoubtedly has an exclusive right to publish a picture magazine under 
the title “Life” provided it adheres to the style and format of its registered 
trade-mark. 

The word “Life” as used by defendant as part of its name “Life Color Labora- 
tory, Inc.,” is employed solely in its descriptive sense and without conveying 
any other meaning. The trial court properly found no evidence of any damage to 
plaintiff; or that defendant had any intention of “palming off” its service as that 
of plaintiff's; or that any person has ever been confused by the similarity of names 
so as to form the belief that defendant’s service was furnished by or rendered under 
the sponsorship of plaintiff. 

However, we do not agree with the conclusion that defendant’s use of the word 
“Life” as part of its name in connection with development and printing of color 
photographs is likely to cause confusion as to source or origin, nor do we think 
that plaintiff has acquired a secondary meaning in the word “Life” in the field 
of photography to the extent that its use as part of the name of defendant would 
constitute unfair competition. There was, therefore, no basis for a decree enjoining 
defendant from using the word “Life” in its corporate name or business. 

The judgment so far as appealed from should be reversed, with costs to the 
appellant and the complaint should be dismissed on the merits. 





ener ae 
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Settle order containing findings of fact and conclusions of law accordingly. 
GLENNON, CouHN and CaLLaHAN, Justices, concur; Peck, Presiding Justice, 
and Dore, Justice, dissent and vote to affirm. 


HOWARD D. JOHNSON COMPANY v. ROBBINS LIGHT, INC. 
Mass. S. J]. Ct.—November 5, 1951 


TrapE-NaMEsS—LICENSES—GENERAL 


ConTRACTS—CONSTRUCTION—PARTICULAR INSTANCES 
On facts of record, defendant’s right to use Howard Johnson name and sign, in 
Falmouth, Massachusetts, held not intended to continue in perpetuity but limited to period 
within which such use would not conflict with plaintiff’s interests. 
Condition about not hurting plaintiff held not limited to such harm as might come 
to plaintiff in its trade name from improper conduct of defendant’s restaurant. 
TRADE-NAMES AND UNFairR ComPeTITION—Scope oF RELIEF—PARTICULAR INSTANCES 
Plaintiff held entitled to injunction restraining defendant’s use of plaintiff’s trade 
name “Howard Johnson’s” and sign, in Falmouth, Massachusetts, after reasonable notice 
by plaintiff which terminated permission to defendant to use them. 


Appeal from Superior Court. 


Unfair competition suit by Howard D. Johnson Company against Robbins 
Light, Inc. Defendant appeals from decree granting injunction to plaintiff and 


dismissing counterclaim. Affirmed. 

J. T. Brennan (E. A. Durgin, of counsel) of Boston, Mass., for plaintiff. 

E. O. Proctor (R. K. Lamere, of counsel) of Boston, Mass., for defendant. 

Before Qua, Chief Justice, and Lummus, WILkIns, WILLIAMS and CouNIHAN, 
Justices. 

Qua, C. J.: 

Each of the parties insists upon its right as against the other to the exclu- 
sive use of the trade name “Howard Johnson’s” and of a distinctive and well 
known type of sign of peculiar construction bearing that name, at its roadside 
restaurant in Falmouth. The two restaurants are less than a quarter of a mile 
apart. In the Superior Court the trial judge entered a decree permanently enjoin- 
ing the defendant from the use of the name and sign and dismissing the defend- 
ant’s counterclaim. The defendant appeals. 


There is no doubt that the rights to use the trade name and the distinctive 
sign were originally the exclusive property of the plaintiff, and that they are 
valuable rights. The defendant’s claim of right to use them rests entirely upon the 
contentions that in 1938 the plaintiff contracted with one Katherine G. Rust, 
who then owned and operated the restaurant now owned by the defendant, to 
allow Mrs. Rust the use of the name and sign for an indefinite period, and that in 
1947, when the defendant was organized to take over Mrs. Rust’s business, the 
contract right of Mrs. Rust passed with the other assets to the defendant. In 
1949, after reasonable notice to Mrs. Rust, the plaintiff set up its own restaurant 
and refused to sell its products to the defendant or to permit the defendant to use 
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its name and sign. The judge made certain findings of fact, and the evidence is 
reported. 

The background of the controversy is not substantially disputed and is of con- 
siderable significance in passing upon the question whether a contract exists as 
contended by the defendant. For more than twenty years the plaintiff has been 
engaged in manufacturing and selling ice cream, candy, food products, and other 
commodities and in operating or licensing restaurants under the trade name “How- 
ard Johnson’s” and has been expanding its business. Some of the restaurants have 
been operated directly by the plaintiff and others have been operated under so- 
called franchises by the terms of which the plaintiff allowed the use of its trade 
name and its sign to holders of the franchises, who were required to buy the plain- 
tiff’s products for resale and to conform to the plaintiff’s standards in operating 
their restaurants. In 1938 and for some time prior thereto Mrs. Rust and her 
husband had been operating a restaurant in Medford under a franchise from the 
plaintiff. It is to be inferred that Mrs. Rust was familiar with the plaintiff's 
franchise system and with the plaintiff’s standards and the conditions under which 
franchise holders were allowed to use the “Howard Johnson’s” name and sign. 
In 1938 there was no “Howard Johnson’s” restaurant nearer than fifteen or twenty 
miles to Mrs. Rust’s place of business in Falmouth. 


The alleged contract rests entirely upon the testimony of Howard D. Johnson, 
the plaintiff’s president and treasurer, and the testimony of Mrs. Rust. Johnson’s 
testimony was this: “She [Mrs. Rust] called me on the phone and told me she had 
bought a restaurant * * * in Falmouth * * *, and that she bought it for her mother 
and father so that they could get the income out of it, and she wanted to know if I 
would sell her our ice cream and other products. She said, ‘I don’t want a franchise 
because it is a summer location and it would cost too much money to run a regular 
Howard Johnson’s.’ So I said, ‘well in view of the job you are doing over in Med- 
ford I will be glad to let you sell our products, and I’ll go further. I will furnish a 
sign for you, and as long as I hear you are not hurting us in any way I will be glad 
to let you use it.’” He further testified that there was talk that she would have to 
purchase exclusively from the plaintiff “ice cream, frankfurters and our dairy line.” 
Mrs. Rust testified that she thought the talk took place in an automobile. “I think I 
asked him if I could have the Howard Johnson’s, and he said it was a fine idea, and 
I think that is all we did talk about.” “He sent down and affixed the sign because he 
knew I knew I had to sell the ice cream to use the sign. I was operating as a 
Johnson.” She understood that to have the use of the sign and good will she 
would have to buy exclusively from the plaintiff certain products sold by it. Mrs. 
Rust did not specifically contradict any of the testimony of Johnson as to what was 
said, although she seems to have felt that her obligation to buy from the plaintiff 
was implied rather than expressed. 

The trial judge found that “the defendant has not acquired the right to use 
and advertise the trade name ‘Howard Johnson’s’ at its premises in Falmouth in 
any manner or to use or display the sign bearing the trade name ‘Howard Johnson’s’ 
which it has in its possession. I also find that the use by the plaintiff of the trade 
name ‘Howard Johnson’s’ in said Falmouth violates no rights of the defendant.” 
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It does not appear whether these conclusions were based upon a finding that no 
valid contract existed between the plaintiff and Mrs. Rust, and that the “arrange- 
ment,” as the judge called the relationship, was terminable at will, or upon a 
ruling that because of the elements of personal experience, skill, and trustworthi- 
ness involved in the selection of those who were to be permitted to operate under 
the Johnson name, the contract, if any, was not assignable and did not pass to the 
defendant, or upon a finding that, if there was any contract, it was limited in time 
to a period within which Mrs. Rust’s use of the name and sign would not come in 
conflict with the Johnson interests. 


All of the possible grounds of decision suggested above present obstacles of 
greater or less seriousness for the defendant to surmount. We do not discuss them 
all because we are of opinion that the ground last mentioned is sound and sufficient 
in itself. We see no adequate reason for not accepting the testimony of Johnson, 
not specifically contradicted, that Mrs. Rust in some form of words told him she 
did not want a franchise because she had a “summer location” and it would cost 
too much money to run a regular “Howard Johnson’s,” and that he replied in some 
form of words that in view of the job she was doing in Medford he would let her 
sell the Johnson products and would furnish a sign as long as she was not hurting 
the plaintiff in any way. Indeed the defendant in its brief accepts the testimony 
as to not hurting the plaintiff in any way as true and argues in part from it that 
the “arrangement” constituted a bilateral contract whereby the plaintiff agreed to 


sell all of its products that Mrs. Rust should require in her business, and she 
agreed to buy them,! and in which the condition as to not hurting the plaintiff in 


992 


any way furnishes an “objective test”? rendering the contract “sufficiently definite 
as to its duration to be binding.”? See Williston on Contracts (Rev. ed.) §1027A. 
It is enough for the purposes of the present decision that in our opinion the time 
has come when, if the defendant were allowed the use of the plaintiff's name and 
sign in the immediate neighborhood of the plaintiff's own restaurant, it would be 
hurting the plaintiff. Whether the “arrangement” was a valid contract or not, 
we cannot interpret the condition about not hurting the plaintiff as limited to 
such harm as might come to the plaintiff in its trade name from improper conduct 
of Mrs. Rust’s restaurant. In our view Johnson was giving a somewhat unusual 
privilege to Mrs. Rust in not insisting that she become a regular franchise operator, 
and he intended to make sure that this privilege should never interfere “in any 
way” with the Johnson interests. Even without this express condition it would be 
strange if by mere word of mouth in the informal manner here disclosed Johnson 
intended to grant to Mrs. Rust a continuing right to the Johnson name and sign 
in such an important tourist center as Falmouth practically in perpetuity, subject 
only to the requirements that she should buy the Johnson products and conduct her 
restaurant in a proper manner, and when the condition is taken into account and 
rightly interpreted in the light of the circumstances, it would be unreasonable for 
her to suppose that he intended to make such a grant. 


1. See Gill v. Richmond Co-operative Association, Inc., 309 Mass. 73, 79-80; Williston 
on Contracts (Rev. ed.) §104A. 
2. Quotation is from the defendant’s brief. 
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its name and sign. The judge made certain findings of fact, and the evidence is 
reported. 

The background of the controversy is not substantially disputed and is of con- 
siderable significance in passing upon the question whether a contract exists as 
contended by the defendant. For more than twenty years the plaintiff has been 
engaged in manufacturing and selling ice cream, candy, food products, and other 
commodities and in operating or licensing restaurants under the trade name “How- 
ard Johnson’s” and has been expanding its business. Some of the restaurants have 
been operated directly by the plaintiff and others have been operated under so- 
called franchises by the terms of which the plaintiff allowed the use of its trade 
name and its sign to holders of the franchises, who were required to buy the plain- 
tiffs products for resale and to conform to the plaintiff’s standards in operating 
their restaurants. In 1938 and for some time prior thereto Mrs. Rust and her 
husband had been operating a restaurant in Medford under a franchise from the 
plaintiff. It is to be inferred that Mrs. Rust was familiar with the plaintiff's 
franchise system and with the plaintiff’s standards and the conditions under which 
franchise holders were allowed to use the “Howard Johnson’s” name and sign. 
In 1938 there was no “Howard Johnson’s” restaurant nearer than fifteen or twenty 
miles to Mrs. Rust’s place of business in Falmouth. 


The alleged contract rests entirely upon the testimony of Howard D. Johnson, 
the plaintiff’s president and treasurer, and the testimony of Mrs. Rust. Johnson’s 
testimony was this: “She [Mrs. Rust] called me on the phone and told me she had 
bought a restaurant * * * in Falmouth * * *, and that she bought it for her mother 
and father so that they could get the income out of it, and she wanted to know if I 
would sell her our ice cream and other products. She said, ‘I don’t want a franchise 
because it is a summer location and it would cost too much money to run a regular 
Howard Johnson’s.’ So I said, ‘well in view of the job you are doing over in Med- 
ford I will be glad to let you sell our products, and I’ll go further. I will furnish a 
sign for you, and as long as I hear you are not hurting us in any way I will be glad 
to let you use it.”” He further testified that there was talk that she would have to 
purchase exclusively from the plaintiff “ice cream, frankfurters and our dairy line.” 
Mrs. Rust testified that she thought the talk took place in an automobile. “I think I 
asked him if I could have the Howard Johnson’s, and he said it was a fine idea, and 
I think that is all we did talk about.” ‘He sent down and affixed the sign because he 
knew I knew I had to sell the ice cream to use the sign. I was operating as a 
Johnson.” She understood that to have the use of the sign and good will she 
would have to buy exclusively from the plaintiff certain products sold by it. Mrs. 
Rust did not specifically contradict any of the testimony of Johnson as to what was 
said, although she seems to have felt that her obligation to buy from the plaintiff 
was implied rather than expressed. 

The trial judge found that “the defendant has not acquired the right to use 
and advertise the trade name ‘Howard Johnson’s’ at its premises in Falmouth in 
any manner or to use or display the sign bearing the trade name ‘Howard Johnson’s’ 
which it has in its possession. I also find that the use by the plaintiff of the trade 
name ‘Howard Johnson’s’ in said Falmouth violates no rights of the defendant.” 
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It does not appear whether these conclusions were based upon a finding that no 
valid contract existed between the plaintiff and Mrs. Rust, and that the “arrange- 
ment,” as the judge called the relationship, was terminable at will, or upon a 
ruling that because of the elements of personal experience, skill, and trustworthi- 
ness involved in the selection of those who were to be permitted to operate under 
the Johnson name, the contract, if any, was not assignable and did not pass to the 
defendant, or upon a finding that, if there was any contract, it was limited in time 
to a period within which Mrs. Rust’s use of the name and sign would not come in 
conflict with the Johnson interests. 


All of the possible grounds of decision suggested above present obstacles of 
greater or less seriousness for the defendant to surmount. We do not discuss them 
all because we are of opinion that the ground last mentioned is sound and sufficient 
in itself. We see no adequate reason for not accepting the testimony of Johnson, 
not specifically contradicted, that Mrs. Rust in some form of words told him she 
did not want a franchise because she had a “summer location” and it would cost 
too much money to run a regular “Howard Johnson’s,” and that he replied in some 
form of words that in view of the job she was doing in Medford he would let her 
sell the Johnson products and would furnish a sign as long as she was not hurting 
the plaintiff in any way. Indeed the defendant in its brief accepts the testimony 
as to not hurting the plaintiff in any way as true and argues in part from it that 
the “arrangement” constituted a bilateral contract whereby the plaintiff agreed to 
sell all of its products that Mrs. Rust should require in her business, and she 
agreed to buy them,! and in which the condition as to not hurting the plaintiff in 
any way furnishes an “objective test”? rendering the contract “sufficiently definite 
as to its duration to be binding.”? See Williston on Contracts (Rev. ed.) §1027A. 
It is enough for the purposes of the present decision that in our opinion the time 
has come when, if the defendant were allowed the use of the plaintiff's name and 
sign in the immediate neighborhood of the plaintiff's own restaurant, it would be 
hurting the plaintiff. Whether the “arrangement” was a valid contract or not, 
we cannot interpret the condition about not hurting the plaintiff as limited to 
such harm as might come to the plaintiff in its trade name from improper conduct 
of Mrs. Rust’s restaurant. In our view Johnson was giving a somewhat unusual 
privilege to Mrs. Rust in not insisting that she become a regular franchise operator, 
and he intended to make sure that this privilege should never interfere “in any 
way” with the Johnson interests. Even without this express condition it would be 
strange if by mere word of mouth in the informal manner here disclosed Johnson 
intended to grant to Mrs. Rust a continuing right to the Johnson name and sign 
in such an important tourist center as Falmouth practically in perpetuity, subject 
only to the requirements that she should buy the Johnson products and conduct her 
restaurant in a proper manner, and when the condition is taken into account and 
rightly interpreted in the light of the circumstances, it would be unreasonable for 
her to suppose that he intended to make such a grant. 


1. See Gill v. Richmond Co-operative Association, Inc., 309 Mass. 73, 79-80; Williston 
on Contracts (Rev. ed.) §104A. 
2. Quotation is from the defendant’s brief. 
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It follows that when the plaintiff started its own restaurant in Falmouth, as it 
had a right to do, the “arrangement” was at an end. 
Decree affirmed with costs of appeal. 


THE ELECTRIC STORAGE BATTERY COMPANY v. PATRICK AUTO 
SUPPLY COMPANY 


Commissioner of Patents—November 13, 1951 


OpposiTIONS—BAsIs OF RELIEF—GENERAL 
Opposer need only establish that it would probably be damaged by registration of 
applicant’s mark; right to oppose does not depend upon exclusive ownership by opposer 
of its mark. 
TrADE-Marks—DomMINANT FEATURE—PARTICULAR INSTANCES 
“ExOlite,” held dominant feature of applicant’s composite mark. 


TRADE-MAarRKS—CONFUSING SIMILARITY—GENERAL 
It is well settled that where conspicuous and essential feature of mark is confusingly 
similar to another, inclusion of additional features is not sufficient to differentiate. 
Similarities in appearance and sound, or either alone, may be sufficient grounds for 
sustaining opposition. 


TRADE-MarKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
Composite mark consisting of the word “ExOlite” and design, the word “lite” being 
disclaimed, held confusingly similar to “Exide,” used on identical goods, under 1946 Act. 


Appeal from Examiner of Interferences. 

Trade-mark opposition by The Electric Storage Battery Company against 
Patrick Auto Supply Company. Applicant appeals from decision sustaining notice 
of opposition. Affirmed. 

Edward J]. Dwyer, Woodcock & Phelan, and Robert I. Staples, of Philadelphia, 
Pa., for opposer. 

William E. Beatty, of Los Angeles, Cal., for applicant. 

Ku IncE, Assistant Commissioner: 

This is an appeal from the decision of the Examiner of Trade-Mark Inter- 
ferences sustaining the opposition filed by The Electric Storage Battery Company, 
opposing registration of the trade-mark “ExOlite” for storage batteries, on an appli- 
cation filed by Patrick Auto Supply Company for registration on the Principal 
Register in accordance with the Act of 1946. 

Both parties have filed stipulated facts in lieu of testimony and only opposer 
has filed a brief and was represented at the hearing. 

The applicant’s composite mark comprises the notation “ExOlite” displayed 
in red-orange letters upon a black circular panel having a narrow red-orange col- 
ored border. The letter “O” is circular in outline, larger in size than the remaining 
letters and is concentrically arranged with respect to the colored border of the 
panel. The word “lite” is disclaimed. 

Opposer bases its opposition upon the ownership of prior registrations No. 
36,186 and No. 298,776, issued, respectively, April 2, 1901, renewed, and November 
8, 1932, for the mark “Exide” also applied to storage batteries, as well as to other 
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related products. Opposer alleges prior use of its notation as represented in red- 
orange color enclosed within a red-orange circle. As grounds of opposition, the 
opposer alleges that the mark sought to be registered by the applicant is applied 
to the same goods as those of the opposer, and bears such near resemblance to the 
opposer’s mark as to be likely to cause confusion or mistake or to deceive pur- 
chasers. 

There is no dispute in regard to opposer’s ownership of its pleaded registra- 
tions or the prior use of its mark, and since the goods of the parties are identical, 
the only question here for consideration is whether the marks are so similar as to 
be likely to cause confusion or mistake or to deceive purchasers as to the source 
or origin of the applicant’s goods. 


The applicant, in the notice of appeal, alleges error in the examiner’s decision 
because of his failure to give due weight to the fact that the red-orange circle and 
color of the printing gives opposer no exclusive rights therein, as this was in com- 
mon use prior to opposer. The examiner in his decision considered it immaterial 
to the opposer’s right to oppose that it may not be entitled to the exclusive use of 
its mark enclosed within a red-orange colored circle, in view of the fact that the 
opposer is prior to the applicant in the use thereof. The right of appellee to 
oppose the registration of the applicant’s mark does not depend upon the exclusive 
ownership by appellee of its mark or the dress of the mark. It is only necessary 
that appellee establish that it would probably be damaged by such registration. 
The holding of the examiner in this regard is considered entirely correct. Vi-Jon 
Laboratories, Inc. v. Lentheric, Inc., 30 C. C. P. A. 916, 133 F. 2d 947, 56 
U. S. P. Q. 586. 

Applicant also alleges error in the examiner’s decision on the ground that 
he failed to give due weight to the composite nature of the mark, consisting of a 
notation and a design. The examiner recognized the composite form of the appli- 
cant’s mark, but held that the notation “ExOlite” obviously comprises the charac- 
terizing and dominating feature thereof. It is well settled that where a conspicuous 
and essential feature of a mark is confusingly similar to another mark, the inclusion 
of additional features is not sufficient to differentiate them. W. B. Roddenbery 
Co. v. Kalich, 34 C. C. P. A. 745, 158 F. 2d 289 [37 T. M. R. 73], 72 U.S. P. Q. 
138; Carmel Wine Co. v. California Winery, 38 App. D. C. 1, 1912 C. D. 428; 
Charles of The Ritz, Inc. v. Elizabeth Arden Sales Corporation, 34 C. C. P. A. 
1029, 161 F. 2d 234, 73 U.S. P. Q. 413. 

Considering the notation “ExOlite,” which as above stated is unquestionably 
the dominating feature of the applicant’s composite mark, the examiner held that 
regardless of the concentric arrangement of the enlarged circular “O” with respect 
to the circular border of the design upon which the notation appears, the notation 
is just as likely to be regarded by purchasers as being “Exlite” “ExOlite.” It 
is my view that this would be highly probable, especially when the notation is 
pronounced by the average person. When so pronounced the marks of the parties 
are considered confusingly similar. In any event, I agree with the examiner that 
regardless of how the applicant’s notation is considered. “ExOlite” is so similar 
to the opposer’s mark “Exide” in appearance and sound as to be clearly likely 
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to cause confusion or mistake or to deceive purchasers when used with the same 
goods with which the opposer uses its mark “Exide.” Similarities in appearance 
and sound, or either alone, may be sufficient grounds for sustaining an opposition. 
The Barbasol Company v. Gillette Safety Razor Company, 625 O. G. 1158, 82 
U.S. P. Q. 58 [39 T. M. R. 736]. Ex parte Caron, 61 O. G. 964, 80 U. S. P. Q. 597. 
The decision of the Examiner of Trade-Mark Interferences is affirmed. 
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TRADE-MARKS—PLEADING AND PrRAcCTICE—RENEWALS 
Under 1905 Act, sole requirements for renewal of 1881 and 1905 Act registrations 
were request by registrant and payment of renewal fee. 






CANCELATIONS—BAsIs OF RELIEF—GENERAL 






TRADE-MarKS—REGISTRABILITY—GENERAL 
While 1881 Act required various statements amounting to a claim of ownership 
under oath, there was no requirement of explicit statement that registrant believed himself 
to be the owner of the mark as in present statute. 
On facts of record, petitioner held to have failed to sustain any ground upon which 
registration can or should be canceled. 






TrADE-MarKs—Marks CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
The letters “G E” held capable of being registered as a trade-mark under 1881 Act. 
It is elementary that combinations of letters may be valid trade-marks and may be 







registered. 












Appeal from Examiner of Interferences. 
Trade-mark cancelation proceedings by Julius Schwartz against General Elec- 

tric Company. Petitioner appeals from dismissal of petition for cancelation. 

Affirmed. 

Julius Schwartz, of New York, N. Y., petitioner pro se. 

F. Gerald Toye, of Washington, D. C., and James F. Hoge and Lenore B. Stoughton, 
of New York, N. Y., for respondent. 

FEepErRIco, Examiner in Chief: 

This is an appeal by the petitioner for cancelation, Julius Schwartz, from the 
decision of the Examiner of Interferences dismissing the petition for cancelation 
on a motion for summary judgment. Petitioner-appellant made no appearance at 
the hearing but filed a brief which has been considered together with all the papers 
of record in the case. 

The trade-mark registration sought to be canceled is No. 35,089, issued Sep- 
tember 18, 1900, under the Trade-Mark Act of 1881, for the letters “G E” in a 
monogram for use on machinery, electrical apparatus, and supply parts therefor, 
specifying a number of particular electrical articles. 

The registration was renewed in 1930. Petitioner asserts that the renewal is 
invalid and that the registration has hence expired, because the application for 
renewal was not “executed by the registrant in affidavit form as required by Statute, 
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and that the registrant failed and omitted to cite therein that the registrant was 
the owner thereof.” The present trade-mark statute, in Section 9, requires a 
certain affidavit for the renewal of a registration; however, this statute was enacted 
in 1946 and came into effect in 1947. The renewal in this case was applied for 
in 1930 and was governed by the applicable statutes then in force. Renewals of 
trade-mark registrations obtained under the Act of 1881 or under the Act of 1905 
were governed by Section 12 of the Trade-Mark Act of 1905 (15 U.S. C. Sec. 92). 
This section stated that “certificates of registration may be from time to time re- 
newed for like periods on payment of the renewal fees required by this act upon 
request of the registrant, * * * ”, and the last sentence of this section provided 
that old certificates of registration “shall be renewable on the same conditions and 
for the same periods as certificates issued under the provisions of this act.” The 
sole requirements for renewal were the payment of the renewal fee and a request 
by the registrant; no affidavit of any sort was required. The request for renewal 
was made by the registrant in accordance with the requirements of the statute and 
in the usual form then customary for requests for renewal. 

Another ground for cancelation raised by the petitioner is that the original 
application for registration “was and is a nullity, violative of Statute, in that in 
such application there is no particular description of the goods comprised in such 
class to which the trade-mark was claimed for.” The application for registration 
as filed contained a general statement of the goods to which the trade-mark was 
applied. In the first Office action in the case, the examiner required a revenue 
stamp for the power of attorney, required a new declaration, and pointed out 
that the particular description of goods was required. These defects were rem- 
edied by an amendment and a new declaration under oath as required. The reg- 
istration was thereupon issued. Petitioner’s objection is of utterly no moment inso- 
far as the validity of the registration is concerned. 

Petitioner also objects that the original application for registration did not 
assert that the registrant was the owner of the trade-mark. The Trade-Mark Act 
of 1881 required certain allegations under oath and certain steps to be taken to 
obtain a registration. The applicant complied with the requirements and the 
declaration under oath contains the allegations required by the statute. There was 
no requirement for an explicit statement that the registrant believed himself to be 
the owner of the trade-mark, as in the present statute, but the old statute required 
various particular statements, amounting to a claim of ownership, under oath. 


Petitioner also asserts that the registration was obtained “by its fraud and 
concealment” in failing to disclose that certain named firms or persons had used 
and were using the same trade-mark; four particular names are given, and the 
petitioner recites four registrations granted in these same names reciting the prior 
dates of use alleged. One of these registrations was issued prior to the registration 
here involved and discloses a monogram “G E” in a design of a six-pointed star, 
for use on lager beer. What possible effect this registration or the use of its mark 
on beer could have upon the validity of the respondent’s registration petitioner 
does not point out and none under the trade-mark law can be ascertained. The 
other three registrations referred to by applicant were issued after the respondent’s 
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registration; one discloses an anchor and the letters “G E” in a circle for use on 
explosives, one discloses the words “La Africana” in the upper half of the border 
of a double ellipse with a monogram “G E” in the center, for use on cigars; and 
the other discloses a double circle with two winged sea horses, a sun, and what 
may be taken to be the letter “E” within a “G”, for use on various non-electric 
heating and lighting appliances. It has not been explained how under the Jaw 
either of these registrations or their prior use upon the respective goods can have 
any effect upon the validity of respondent’s registration and none is seen. 

Petitioner also asserts that the letters “G E” are not capable of being con- 
sidered as a trade-mark and that these letters were unregistrable as constituting 
the name of the registrant. Both of these assertions are completely without merit. 
Petitioner cites Automatic Electric, Inc. v. North Electric Mfg. Co., 28 F. 2d 979. 
as holding that the letters P. A. X. were not subject to appropriation as a trade- 
mark. However, the reason was that P. A. X. was a commonly used abbreviation 
and designation for “Private Automatic Exchange,” the goods involved in the case. 
That combination of letters may be valid trade marks and may be registered is 
elementary. The Trade-Mark Act of 1881 prohibited the registration of a mark 
“which is merely the name of the applicant” and the Act of 1905 contained a 
similar prohibition which was removed by an act passed in 1913. However, nothing 
has been cited or found holding that initials of the name of the applicant could 
not be registered under the old laws. 

Petitioner does not assert any prior or superior right in himself, and none of 
the grounds asserted with any degree of particularity constitute grounds upon 
which a trade-mark registration can or should be canceled. 

The decision of the examiner dismissing the petition for cancelation is affirmed. 






















THE BUROMIN COMPANY v. NAKASHEFF 


Commissioner of Patents—November 16, 1951 







TRADE-MarKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Burowin” held confusingly similar to “Buromin.” 
Trape-Marks—Goops or DIFFERENT CLASSES—PARTICULAR INSTANCES 
Medicinal preparation known as an antiseptic antiphlogistic preparation in tablet 
form, and chemical for treating steam boiler water to prevent formation of boiler scale, 
held not sufficiently closely related to justify finding of likelihood of confusion. 









Appeal from Examiner of Interferences. 

Trade-mark opposition by The Buromin Company against Pancho Nakasheff. 
Opposer appeals from dismissal of notice of opposition. Affirmed. 
James K. Everhart, Jr., of Pittsburgh, Pa., for opposer. 
George Link, Jr., of New York, N. Y., for applicant. 
Feperico, Examiner in Chief: 

This is an appeal by the opposer, The Buromin Company, from the decision 
of the Examiner of Interferences dismissing its opposition to the registration of a 
mark by the applicant. The application is for the registration of the mark 
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“Burowin” for “a medicinal preparation known as an antiseptic antiphlogistic 
preparation in tablet form,” the right to registration being based upon Section 
44(e) of the Trade-Mark Act of 1946, applicant having a prior registration for 
the same mark for the same goods in Bulgaria. Use of the trade-mark in com- 
merce in or with the United States is not alleged by the applicant. The applicant 
states that his medicinal preparation is used by dissolving the same in water and 
applying it externally as a wet dressing for inflammation as may be directed or 
indicated. Applicant’s exhibit of his product is a small cylindrical package of 
tablets approximately two inches long and three quarters of an inch in diameter. 

The opposition is based upon opposer’s prior use and registration of the trade- 
mark “Buromin.” Registration No. 285,744, August 4, 1931, for the mark 
“Buromin” states that it is used for a “chemical for treating steam boiler water to 
prevent the formation of boiler scale” and opposer’s testimony shows the use of its 
mark for such product. The specimen of opposer’s label filed with the notice of 
opposition is a label for a hundred pound package which recites the goods as 
“sodium phosphate glass.” Opposer has also used its mark on analytical reagent 
chemicals and testing equipment which it had developed for the industrial users 
of its phosphate chemical to analyse their boiler water. 

There is no question that the marks “Burowin” and “Buromin” are con- 
fusingly similar and the only question is whether the use of the mark of the appli- 
cant upon its goods would be likely “to cause confusion or mistake or to deceive 
purchasers.” The examiner held that the goods on which the parties use their 
respective marks are not sufficiently closely related to justify a finding of likelihood 
of confusion and with this holding I am in agreement. Opposer’s testimony indi- 
cates that it is expanding its facilities to manufacture reagents, intending to go into 
this business generally, and a witness states that it is quite conceivable that its 
reagents may eventually be found on the shelves of drug supply houses and even in 
drug stores. Opposer also states that the phosphate chemical, which it sells in 
large containers to industry, is sold by an affiliated company in small packages 
through drug stores and other retail outlets. While this retail sale is under a 
different trade-mark, opposer asserts that the close association of the two com- 
panies in the eyes of the public and the knowledge of the chemical similarity 
between opposer’s bulk product and the retail product of its affiliate would result 
in likelihood of confusion of applicant’s product. Opposer’s testimony and argu- 
ments have been considered but are not convincing of the existence of any reason- 
able likelihood of confusion. 

The decisioner of the Examiner of Interferences is affirmed. 


LEVER BROTHERS COMPANY v. THE DIVERSEY CORPORATION 


Commissioner of Patents—November 16, 1951 


TraDE-Marks—Worps INCAPABLE oF ExcLUsIVE APPROPRIATION—DESCRIPTIVENESS 
OpposITIONS—PLEADING AND Practice—JupiciaL NorTIcE 
“D-Luxe” held an obvious misspelling of “deluxe” commonly used in a descriptive 
manner to denote special elegance of goods. 
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Judicial notice can be taken of fact that “deluxe” is a laudatory expression commonly 
used in trade and which the public would not consider as an indication of origin. 


TraDE-Marks—Marks Not ConFrusiNnGLy SIMILAR—PARTICULAR INSTANCES 
“D-Luxe” and “Divoluxe” held not confusingly similar to “Lux,” used on similar 
goods, under 1946 Act. 


OpposiTIONS—PLEADING AND PracticE—RuLE 282 
Third party registrations referred to by applicant cannot be considered because copies 


of such registrations have not been filed as part of record in accordance with Rule 282. 


Appeals from Examiner of Interferences. 

Two trade-mark oppositions by Lever Brothers Company against The Diversey 
Corporation. Each party appeals from decision adverse to it. Notice of opposition 
dismissed in both cases. 

Spencer A. Studwell, of New York, N. Y., for Opposer. 
Chritton, Schroeder, Merriam & Hofgren, of Chicago, IIl., for Applicant. 
Feperico, Examiner in Chief: 

These are appeals from the decision of the Examiner of Interferences in two 
opposition proceedings involving the same parties. 

Opposition No. 28,351 involves application No. 513,811, filed August 2, 1947 
under Section 2(f) of the Act of 1946, for registration of ““D-Luxe” as applied to 
a “granular chemical product sold in bulk containers for use in cleaning machinery 
and utensils in the dairy, food and beverage industries.” The application claims use 
of the mark since January 10, 1940. 

Opposition No. 27,539 involves application No. 496,070, filed August 2, 1947, 
for registration of “Divoluxe” as applied to a “cleaning compound in granular 
form for use in cleaning milk cans and other like products.” The application claims 
use of the mark since January 3, 1936. 

The examiner sustained the opposition in the first mentioned case and dis- 
missed the opposition in the second mentioned case. Each party has appealed from 
the decision adverse to it. 

The opposer’s objections to registration of the applicant’s marks are based 
upon its prior use and ownership of the mark “Lux,” as shown in opposer’s several 
registrations of record herein, applied to a variety of cleaning preparations, the 
most pertinent of which is soap flakes. 

Prior registrations pleaded are No. 35,228, registered October 9, 1900 and 
renewed, for “Lux” applied to “laundry soap, dry and toilet soaps, soap powder, 
and detergents”; No. 59,032, registered January 1, 1907 and renewed, for “Lux” 
applied to “soap and soap powder”; No. 170,676, registered July 17, 1923 and 
renewed, for “Lux” with a colored background and panel applied to “soap and 
soap powder.” Two other registrations including “Lux,” applied to soap and soap 
in finely divided pearl-like form, are also pleaded. Opposer has also submitted 
evidence of its prior and extensive use of its mark on its soap products. 

There is no question of priority; the record shows and it is conceded by the 
applicant that the opposer, since a date prior to any use claimed by the applicant, 
has continuously used, and extensively advertised, its mark “Lux” in connection 
with the sale of its goods. Hence, the only issues to be determined in the two 
oppositions are whether the marks for which the applicant seeks registration bear 
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such near resemblance to the opposer’s mark as to be likely, when applied to appli- 
cant’s goods, to cause confusion or mistake or deception of purchasers. 

The examiner held that the goods of both parties are all in the nature of 
cleaning preparations, and therefore have the same general utility, and are deemed 
to be no more remotely related in character than the cleaning compound for dishes 
and a preparation for cleaning and polishing leather which were held to possess the 
same descriptive properties in the case of Barton Mfg. Co. v. The Hercules Powder 
Co., 24 C. C. P. A. 982, 88 F. 2d [27 T. M. R. 220]. The examiner also stated that 
it is not essential, in order for an opposer to establish likelihood of confusion in a 
proceeding under the Act of 1946, that it be made to appear that the goods of 
the parties possess the same descriptive properties and that in the present case, it is 
believed that many purchasers would be aware of the fact, as brought out by the 
record, that some concerns, including both the applicant and the opposer, manu- 
facture and sell a variety of cleaning preparations used for specifically different 
cleaning purposes. 

Applicant stresses the fact that its products are sold only in bulk, in 125 pound 
drums and 350 pound barrels principally to dairy jobbers and dairy plants, a differ- 
ent class of customers than the purchasers of opposer’s products, that the channels of 
trade are different, that the goods possess different essential characteristics and are 
used for dissimilar purposes. Applicant argues that the cumulation of the differences 
which have been mentioned and the differences in the marks are such that there 
would be no likelihood of confusion. I am inclined to agree with the applicant’s 
contentions. 

Applicant’s mark “D-Luxe” is an obvious and trite misspelling of “de luxe,” 
in fact applicant used the latter before it used the present spelling. The word “de 
luxe” is defined in the dictionary and is commonly used in a descriptive manner 
to denote or claim special elegance or sumptuousness of goods. Applicant asks that 
judicial notice be taken “that the trade mark ‘De Luxe’ has been very generally used 
as a trade-mark on a great variety of goods. Almost any magazine, trade publication 
or the like will disclose many such uses.” Judicial notice can be taken of the fact 
that ‘“‘de luxe” is a laudatory expression commonly used in trade. It is believed that 
the public would only attach the conventional meaning to applicant’s slight mis- 
spelling of “de luxe” and would not consider the term alone of any particular sig- 
nificance as an indication of origin or distinction, and that the use on applicant’s 
goods would not give rise to any likelihood of confusion as to origin. 

The term “luxe” as employed in the applicant’s mark “Divoluxe,” is a rela- 
tively smaller portion of and has been merged in a single unitary expression, and I 
agree with the examiner that this mark and that of the opposer, when considered 
in their entireties, differ sufficiently to enable their use on the respective goods with- 
out giving rise to a reasonable likelihood of confusion. 

Applicant has made reference to more than four hundred registrations of third 
persons for marks said to consist of, or contain, the word “Lux,” or its phonetic 
equivalent “Luxe,” applied to a wide variety of goods, and it is in effect the appli- 
cant’s contention that opposer’s mark “Lux” is a so-called “weak mark.” Copies of 
these registrations, however, have not been filed as part of the record in this case 
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in accordance with the provisions of the applicable rule (Patent Rule 282) and hence 
cannot be considered. Only one of the registrations referred to by the applicant 
relates to a cleaning preparation and even if said registrations had been made of 
record herein, it is not believed that they would necessarily indicate that the word 
“Lux” lacks distinctiveness as applied to such goods. 

The decision of the examiner in Opposition No. 28,351 is reversed and the 
decision in Opposition No. 27,539 is affirmed. Both oppositions are dismissed but 
no affirmative holding that applicant is entitled to the registrations sought for is 
made, the dismissal of the oppositions leaving the applications in the status they were 
before the oppositions were brought. 













































CONTINENTAL COFFEE COMPANY, INC. v. CONTINENTAL 
FOODS, INC. 


Commissioner of Patents—November 20, 1951 





TRADE-MARKS—CONFUSING SIMILARITY—GENERAL 


In determining question of likelihood of confusion of marks, all reasonably possible 
pronunciations must be considered. 


TrRADE-Marxks—Marks Not ConFusiINGLy SIMILAR—PARTICULAR INSTANCES 
“Favora” held not confusingly similar to “Flavorite,” used on substantially identical 
goods, under 1946 Act. 


TrapE-Marks—Worps CAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
“Flavorite” held not merely descriptive of soup mixes. 
CANCELATIONS—Basis OF RELIEF—GENERAL 
While petitioner for cancelation of descriptive mark is not required to show use 
of respondent’s mark at time of filing petition, it is necessary to show facts from which 
it may be found that petitioner was being injured at that time. 
Applicant counterclaimant for cancelation of opposer’s registrations having taken 
no testimony to support allegations of counterclaim, held to have failed to prove that 
it is or will be damaged by registrations of opposer’s mark. 


Appeals from Examiner of Interferences. 

Trade-mark opposition by Continental Coffee Company, Inc. against Conti- 
nental Foods, Inc. Applicant counterclaims for cancelation of opposer’s registra- 
tions. Both parties appeal from dismissal of notice of opposition and counterclaim. 
Affirmed. 

McKnight & Comstock, of Chicago, IIl., for Opposer. 
Hugh R. H. Smith, of Washington, D. C., Harold R. Medina, Jr., of New York, 

N. Y., and John F. Repko for Applicant. 

K.InGE, Assistant Commissioner: 

This is an appeal from the decision of the Examiner of Trade-Mark Inter- 
ferences dismissing the notice of opposition filed by Continental Coffee Company, 
Inc., opposing registration by the applicant, Continental Foods, Inc., of the trade- 
mark “Favora” applied to “dehydrated chicken noodle soup mixes,” on application 
No. 561,362, filed July 27, 1948, and dismissing applicant’s counterclaim for cancel- 


ation of opposer’s registrations No. 439,673 and No. 433,706, for the trade-mark 
“Flavorite.” 
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Neither party has filed testimony; both parties filed briefs and were represented 
at the hearing. 

The opposer’s right of action is based upon its ownership of the above two 
registrations of the notation “Flavorite” appearing as “Flav-O-Rite” in registration 
No. 439,673 and spelled out as a single word in registration No. 433,706. The 
opposer alleges prior use and ownership of its marks as applied to a wide variety of 
food products including soup mixes. The sole statutory ground upon which the 
opposer contests the applicant’s right of registration is the allegation that the use 
by the parties of the marks here involved for the same goods would be likely to 
cause confusion or mistakes or to deceive purchasers as to the source of origin thereof. 

Applicant has denied the allegations set out in the notice of opposition in regard 
to the question of likelihood of confusion and as a ground of defense seeks cancella- 
tion by counterclaim of opposer’s registrations here relied upon on the ground that 
the notation “Flavorite” is merely descriptive of the goods with which it is used. 

Opposer’s prior use and registration of the mark “Flavorite” is not in dispute 
nor is it disputed by the applicant that the goods of the parties are substantially 
identical. Therefore, the only question presented for decision in the opposition 
proceeding is whether or not the marks of the respective parties are readily distin- 
guishable. It was the opinion of the examiner that they are and the opposition was 
therefore dismissed. 


The opposer urges that the applicant’s mark ‘“‘Favora” is clearly a slight mis- 
spelling of the word “favorite” and that the opposer’s mark “Flavorite” is likewise 


a misspelling of that word in which the letter “L” has been inserted for a play on 
words, whereas the applicant drops the ending “ite” of the word and substitutes the 
letter “A.” Thus, it is argued, both marks mean and suggest the word “favorite” 
to the purchaser, being clearly derived therefrom. Considering the analysis of the 
two marks thus made, there is no evidence presented that purchasers would, in 
comparing the marks, so analyze or interpret them or that the misspelling of the 
word “favorite” as “flavorite,” to which the opposer refers, would be in the least 
apparent to the average purchaser or prospective purchaser of the opposer’s goods. 
Opposer also believes that both marks would be pronounced by the average customer 
of soup mixes in the same way that the well-known and commonly-used everyday 
English words “flavor,” “favor,” and “favorite” are pronounced, that is, with a long 
“a” accented on the first syllable. When so pronounced the applicant’s mark would 
be “Fay-vora.” While there is no such thing as one correct pronunciation of a trade- 
mark, as opposer states, nevertheless, as the examiner aptly pointed out, there is such 
a thing as an incorrect pronunciation thereof. Opposer’s mark “Flavorite” would 
naturally be accented on the first syllable, but in my opinion the more natural pro- 
nunciation of the applicant’s mark “Favora” would be with the accent on the 
second syllable, as “Fa-vor-a.” 

The hyphenated arrangement of “Flav-o-rite” in opposer’s registration No. 
439,673 clearly indicates that the final syllable is pronounced with the long “I” 
whereas the final “A” in applicant’s mark “Favora” is in no way similar thereto. 
Opposer refers to the cases of The American Products Co. v. Leonard, 19 C. C. P. A. 
742, 53 F. 2d 894 [22 T. M. R. 64]; Barton Manufacturing Co. v. Hercules Powder 
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Co., 24 C. C. P. A. 982, 88 F. 2d 708 [27 T. M. R. 220], as establishing a clear rule 
of law that all possible pronunciations of a mark must be considered. While all 
reasonably possible pronunciations of a mark should be considered, it is seriously 
doubted that the court intended to mean that such pronunciations which on their 
face are extraordinary and beyond the realm of probability should be considered 
controlling when determining the question of likelihood of confusion. Even though 
the marks contain letters in common as opposer points out, it is my view, as it was 
the examiner’s, that the notations “Flavorite” and “Favora” are readily distinguish- 
able in sound when pronounced in any manner to which they are reasonably 
susceptible, and in this respect and otherwise the differences between them are such 
that there would not be likelihood of confusion in the trade. 


In regard to the counterclaim, the applicant contends that the words “Flavorite” 
and “Flav-o-rite” are descriptive and generic and therefore not valid trade-marks 
under the provisions of either the Act of 1905 or the Act of 1946. 


Applicant submits in the brief that the notation “Flavorite” is merely a combi- 
nation of the word “flavor” and the phonetic misspelling of the word “right,” and 
as applied to opposer’s product in connection with which it is used, to wit, a soup 
mix and noodle soup mix, means and is obviously intended to mean that the op- 
poser’s soup mix produces a flavor which is right, the right flavor, or is flavor-right. 
Being thus merely descriptive of the goods to which they apply, it is contended 
that they are composed of words which are in the common domain and which the 
applicant with others has a right to use. 


Opposer maintained before the examiner that the notation “Flavorite” is a 
distinctive, coined expression involving a play on the words “Flavor” and “Favorite,” 
and would be so regarded by the purchasing public. The examiner was not per- 
suaded of the incorrectness of the opposer’s view on this point upon the record pre- 
sented, nor was it deemed otherwise by the examiner that the exclusive use of 
“Flavorite” by the opposer can cause damage to the applicant, notwithstanding the 
opposer’s reliance thereon in this proceeding, citing Brown @ Bigelow v. The Inter- 
national Silver Company, 86 U. S. P. Q. 460; Pepsi-Cola Company v. Vess Dry 
Company of Ohio, 636 O. G. 1089, 85 U. S. P. Q. 511; The Coca-Cola Company v. 
Rodriguez Flavoring Syrups, Inc., 645 O. G. 1072, 89 U. S. P. Q. 36. If it be 
assumed that the examiner is incorrect in his opinion regarding the distinctiveness 
of the opposer’s mark, and I am not persuaded that he is, opposer now argues that 
the applicant has failed to prove use of its mark or any mark at the time its coun- 
terclaim was filed, and that it has failed to prove that it was engaged in business 
at that time and failed to show that it has been damaged or injured in any way by 
opposer’s registrations. 


The counterclaim alleges that applicant is, and at all times since August 18, 
1939, has been, a corporation organized and existing under the laws of the State of 
Illinois; that it is now and has been engaged in the distribution and sale of food 
products, including soup mix and noodle soup mix; and that the trade-mark regis- 
trations of the opposer have damaged and are damaging the applicant since they 
tend to prevent the applicant from making use of the descriptive word “Flavorite” 
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and similar words and phrases in connection with the sale of its products, including 
soup mix and noodle soup mix. 

The opposer admitted in answer to the counterclaim that applicant has been 
a corporation since August 18, 1939, organized and existing under the laws of the 
State of Illinois, but denied that applicant is now and has been engaged in the dis- 
tribution and sale of food products, including soup mix and noodle soup mix, which 
have been extensively sold throughout the United States of America and denies that 
its trade-mark registrations had damaged and are damaging the applicant. Thus 
the question of the applicant’s standing to maintain its counterclaim is placed in 
issue. 

While it is true, as the applicant argues, that it was not required to show that 
it used the opposer’s mark at the time the counterclaim was filed, it is necessary to 
show a statement of facts from which it may be found that applicant was being 
injured at that time. As stated in McIlhenny’s Son v. New Iberia Extract of Tabasco 
Pepper Company, Limited, 30 App. D. C. 337, 1908 C. D. 325: 


“The right of the petitioner to intervene was dependent upon a showing of 
interest. The statute does not contemplate that anyone may petition the Commis- 
sioner to cancel a trade-mark regularly registered, but it does provide that anyone 
who ‘shall deem himself injured’ may do so. The petition, therefore, must contain a 
statement of fact on this jurisdictional question, sufficiently full to show that the peti- 
tioner has been injured by the registry of the mark he seeks to have canceled; and 
this fact must not be left to conjecture, but must affirmatively appear.” 


Applicant took no testimony to establish the allegations in its counterclaim 
which stand denied by the opposer. There is nothing in the present record to estab- 
lish that the applicant was engaged in the same business as that in which the op- 
poser used its mark. That being the case, the applicant here has not shown that he 
is or will be damaged by the registration of the opposer’s mark. 


The decision of the Examiner of Interferences is affirmed. 


THE GLIDDEN COMPANY v. ZAC-LAC PAINT & LACQUER COMPANY 


Commissioner of Patents—November 28, 1951 


TrADE-MarKs—CONFUSING SIMILARITY—GENERAL 
In determining question of confusing similarity of marks used on identical goods 
which are ordered over the counter by the general public, sound held more important 
than slight differences in appearance or meaning. 
Similarity in sound alone held sufficient to sustain opposition. 
TrADE-MAarKS—CONFUSING SIMILARITY—PARTICULAR INSTANCES 
“Zac-Lac,” displayed on oval, and term “Lac” being disclaimed, held confusingly 
similar to “Jap-A-Lac,” used on similar goods, under 1946 Act. 


Appeal from Examiner of Interferences. 

Trade-mark opposition by The Glidden Company against Zac-Lac Paint & 
Lacquer Company. Applicant appeals from decision sustaining notice of opposition. 
Affirmed. 
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Charles E. Carney, of Cleveland, Ohio, and John Price Wetherrill, of Washington, 

D. C., for Opposer. 

Edward Taylor Newton, of Atlanta, Ga., for Applicant. 
KuNcE, Assistant Commissioner: 

This is an appeal from the decision of the Examiner of Trade-Mark Interfer- 
ences sustaining the opposition filed by The Glidden Company opposing registra- 
tion by Zac-Lac Paint & Lacquer Company of the notation “Zac-Lac” for “lacquers, 
synthetic enamels, thinners, house paint, interior enamels, machinery enamels, 
varnishes, and chassis paints.” 

Neither party has filed testimony, but both parties filed briefs and were repre- 
sented at the hearing. 

The applicant’s mark “Zac-Lac” is displayed upon an oval-shaped panel; the 
term “Lac” has been disclaimed. 

Opposer alleges prior use and ownership of the mark “Jap-a-Lac,” registration 
No. 48,401, issued December 26, 1905 and duly renewed, as applied to “varnish 
stains or colored varnishes.” As grounds of opposition, the opposer alleges that the 
mark which the applicant seeks to register is applied to identical goods and bears 
such near resemblance to the mark of the opposer as to be likely to cause confusion 
or mistake or to deceive purchasers. 

Applicant concedes that the goods of the parties are similar, and that the ques- 
tion of likelihood of confusion or mistake or the deception of purchasers turns upon 
the similarity or lack of similarity of the trade-marks in question. 


b 


Applicant considers that the two marks “Zac-Lac” and “Jap-a-Lac” when con- 
sidered in their entireties are not alike in sound, appearance or suggestive meaning. 
It is pointed out that the applicant’s mark “Zac-Lac” comprises only two syllables, 
whereas opposer’s mark comprises three syllables and it is urged that the applicant’s 
mark has a clipped pronunciation, where opposer’s mark has a long, drawn-out pro- 
nunciation. While the identity of the final syllable “Lac” in the two marks is ob- 
vious, it is the applicant’s contention that this portion of the marks is descriptive 
and therefore not entitled to exclusive appropriation, or at least to as much consid- 
eration as the arbitrary or fanciful portions of the marks. Another point urged by 
the applicant is that its trade-mark “Zac-Lac” is displayed in distinctive lettering 
on an oval panel which is not confusingly similar to opposer’s mark which is less 
distinctively displayed. In regard to the last contention the Examiner of Interfer- 
ences held that the style of the lettering in which the applicant’s notation is pre- 
sented does not differ in material respects from that of the opposer, and whatever 
differences exist are not important, so far as the pronunciation of the marks is 
concerned, on the question of likelihood of confusion, which is the question here 
involved. 

On this point it is my view that where, as here, the goods are identical 
and are ordered over the counter by the general public sound is more important 
than slight differences in appearance in the lettering. The same may be said as 
to any meaning the two marks might suggest. Certainly they convey no evident 
meaning of which the average purchaser would be aware or take note. 


Even though opposer’s mark has three syllables and the applicant’s mark has 
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two, it seems to me that opposer’s mark “Jap-a-Lac” when loosely or carelessly pro- 
nounced would more often than not be pronounced “Jap-Lac”, and such pronuncia- 
tion is considered not sufficiently different from that of “Zac-Lac” to avoid the 
likelihood of confusion. Looking at the marks from another point of view, even if 
the middle “-a-” in opposer’s mark would not be slurred over, it would require the 
most precise enunciation of applicant’s mark “Zac-Lac” to avoid the unintended 
interposition of a third and middle syllable corresponding to the middle letter “-a-” 
in opposer’s mark “Jap-a-Lac”, as ““Zac-a-Lac.” Granting that the syllable “Lac” is 
a contraction of the word “lacquer” and may to that extent be considered descrip- 
tive, the remaining portions of the marks must be sufficiently different in sound to 
clearly avoid the likelihood of confusion, since similarity in sound alone is sufficient 
to sustain the opposition. 

Applicant has called attention to a number of decided cases involving marks 
having portions common to each which are descriptive in nature, but in each such 
case the remaining portions were sufficiently unalike in either sound or appearance, 
or both, to justify the registration sought. It is my view that this case must be 
decided on its own merits considering each mark as a whole. When so considered, 
I find them confusingly similar when applied to the identical or similar goods of 
the parties to this proceeding. 

The decision of the Examiner of Interferences is affirmed. 


EX PARTE THE WAYNE PUMP COMPANY 


Commissioner of Patents—August 17, 1951 


Trape-Mark Act or 1946—REGISTRABILITY—SECTION 2(f) 
TRADE-MARKS—PLEADING AND PracTicE—GENERAL 
Examiner of Trade-Marks has no jurisdiction to reopen application after decision on 
appeal, except upon order of Commissioner. 
Entry of proposed amendment, to convert application to one under Section 2(f) re- 
fused, after Commissioner’s affirmance of rejection of application on ground mark was 
primarily merely a surname. 


Petition from Examiner of Trade-Marks. 

Applications for registration of trade-marks by The Wayne Pump Company. 
Petition by applicant that Examiner of Trade-Marks be instructed to enter amend- 
ments and to re-examine applications. Denied. 

Wilkinson, Huxley, Byron & Hume, of Chicago, IIl., for applicant. 
K.uI1ncE, Assistant Commissioner: 

Applicant petitions to the Commissioner requesting that the examiner be 
instructed to enter an amendment in each of the two applications above men- 
tioned and to re-examine the applications as amended. Presumably, as far as 
anything in the record shows, the amendments would place the applications in 
condition for allowance. 

The two applications involved were filed under the Trade-Mark Act of 1946 
for registration of the same mark (on different goods) on the Principal Register. 
The examiner rejected each application on the ground that the mark was primarily 
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merely a surname, and hence unregistrable in view of section 2(e) (3) of the 
Trade-Mark Act. The examiner also objected to the dates of use alleged in the 
applications. On appeal to the Commissioner the decision of the examiner refus- 
ing the registrations in view of section 2(e) (3) was affirmed and the examiner’s 
action with respect to the dates of use alleged was reversed, Ex parte Wayne Pump 
Company, 88 U. S. P. Q. 437. 

The applicant has now filed an amendment in each application which would 
change the nature of the applications so as to apply for registration under the pro- 
visions of Section 2(f) of the Trade-Mark Act, and which also revise the statement 
relating to the dates of use recited in the applications in accordance with a suggestion 
made in the decision on appeal. 

After an application for registration has been decided on appeal, the examiner 
has no jurisdiction to reopen the application except upon order of the Commis- 
sioner, Rule 26.2. The applicant in this case applied for registration under the 
general provisions of the Act, well knowing that the question of unregistrability of 
the mark because of its being a surname would arise, and well knowing that it 
could apply for, and most likely obtain, registrations under the provisions of sec- 
tion 2(f). The application was rejected, and applicant elected to appeal rather 
than to amend the application to overcome the rejection; it is not believed that 
applicant should now be permitted to change the nature of the applications. The 
applicant was fully on notice by the rejections made by the examiner, had ample 
opportunity to amend the applications before the decision on appeal, and no special 
circumstances have been shown justifying a reopening of the applications. 

Applicant argues that to refuse to reopen the applications would, in effect, set 
aside the results obtained by the applicant in the appeal on the issue relating to 
the allegation of first dates of use. However, applicant is not attempting now to 
merely revise the statement of the dates of use; an amendment doing just that and 
nothing more would serve no purpose at the present time since the applications 
are under rejection as being unregistrable. 

The petition is accordingly denied. 





EX PARTE MONSANTO CHEMICAL COMPANY 
Commissioner of Patents—October 18, 1951, November 15, 1951 


Trape-Mark Act or 1946—RecIsTRABILITY—SEcTION 2(f) 
TRaDE-Marks—PLEADING AND Practice—GENERAL 
Withdrawal of appeal, after final rejection, refused. 
Further amendment of application after final refusal by Examiner of Trade-Marks 
held not matter of right. 
On facts of record, denial of entry of proposed amendment to convert application 
to one under section 2(f), after appeal taken, held proper. 


Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark by Monsanto Chemical Company. 
Applicant’s petition to withdraw appeal from refusal of registration denied. 
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F. M. Murdock and Neal E. Willis, of St. Louis, Mo., for Applicant. 
KuNcE, Assistant Commissioner: 

The applicant requests withdrawal of the appeal in the above identified appli- 
cation in view of the fact that an amendment has been filed for registration of the 
mark in accordance with the provisions of Section 2(f) of the Act of 1946. The 
appeal is from the final decision of the Examiner of Trade-Marks holding the mark 
unregistrable on the Principal Register for the reason that the mark is descriptive 
of the nature and function of the goods. 

This application has received four actions, in each of which the examiner held 
the mark to be descriptive. After the appeal was filed an examiner’s statement was 
prepared and forwarded to the applicant. Thus the application has received a full 
and extended consideration on the sole rejection now involved in the appeal and 
it is considered that the applicant should not at this stage of the prosecution be 
permitted to reopen the case before the examiner, especially where no good and 
sufficient reason appears why a new case cannot be filed to accomplish the purpose 
here sought. 

Since the withdrawal of the appeal was filed in view of, and apparently con- 
tingent upon, the acceptance of the proposed amendment to the application, and 
in view of the further fact that a day of hearing has been set, the withdrawal of 
the appeal is not accepted. 


On REQUEST FOR RECONSIDERATION* 


MarRZALL, Commissioner: 

This is a request addressed to the Commissioner to reconsider and overrule the 
action of the Assistant Commissioner, dated October 18, 1951 in the above entitled 
application, denying entry of an amendment to this application to add a claim of 
distinctiveness under Section 2(f) of the Act of 1946. 


The present application was originally presented under the Act of 1905. Fol- 
lowing a rejection by the examiner that the applicant’s mark “Noshock” is descrip- 
tive of the nature and functional properties of the goods, the application was con- 
verted for registration on the Principal Register of the Act of 1946. 


The rejection on descriptiveness was repeated by the Examiner and after the 
fifth and final action by the examiner on this question, applicant filed an appeal to 
the Commissioner. After the examiner’s statement on appeal had been prepared, 
but before the hearing, applicant sought to amend the application by adding its 
claim of distinctiveness under the provisions of Section 2(f) of the Act of 1946 and 
at the same time withdraw the appeal in view of the filing of the amendment. The 
entry of such amendment was refused by the Assistant Commissioner as was also 
the withdrawal of the appeal on the ground that the applicant had received a full 
and extended consideration on the sole ground of rejection involved in the appeal, 
it being considered that the applicant should not at this stage of the prosecution 
be permitted to reopen the case before the examiner, especially where no good and 


*November 16, 1951. 
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sufficient reason appears why a new case cannot be filed to accomplish the purpose 
here sought. Applicant feels that this action is without precedent, is not supported 
by any provision of the Act of 1946 or the Trade-Mark Rules of Practice, and asks 
that the ruling of the Assistant Commissioner be overruled. 


Applicant contends that it is clearly contemplated by the Rules of Practice 
that where an application for registration of a mark has been filed relying upon 
inherent distinctiveness, a subsequent claim to distinctiveness through use may be 
added to the application by way of amendment. While that may be true, it is not 
believed that this may be done at any stage of the prosecution of an application. 


Section 12(b) provides that: 


“If the applicant is found not entitled to registration, the examiner shall advise 
the applicant thereof and of the reasons therefor. The applicant shall have a period 
of six months in which to reply or amend his application, which shall then be reexam- 
ined. This procedure may be repeated until (1) the examiner finally refuses registra- 
tion of the mark * * *.” (Emphasis added.) 


The examiner had finally refused registration in this case. Further amendment 
thereafter is not a matter of right. There is no provision in the statute for the con- 
tinued prosecution of an application by amendment after the final refusal of regis- 
tration of the mark by the examiner. 


Petitioner quotes from rule 8.1 as follows: 


‘When the claim of distinctiveness is added to the statement subsequently to the 
filing of the application, it must be verified by the applicant.” (Emphasis added.) 


From this it is argued that the Rules of Practice contemplate a situation wherein 
an applicant may find it necessary or desirable to add by amendment to the appli- 
cation a claim of distinctiveness. This rule has nothing to do with the question of 
when it is proper to file such an amendment, but merely states that a claim of dis- 
tinctiveness, when filed, must be verified by the applicant. On the other hand, rule 
12.4 provides that on reexamination or reconsideration the refusal of the registration 
may be stated to be final, whereupon applicant’s response is limited to an appeal or 
to compliance with any requirement made. 


It is clear that once an appeal is filed the application is not open to further 
prosecution by the applicant except for the prosecution of the appeal, or for placing 
the application in condition for registration. 


In the present case the examiner refused registration on the ground of descrip- 
tiveness of the applicant’s mark in each of five consecutive office actions, and it 
was not until after appeal had been taken and the examiner’s statement prepared 
that the applicant sought to reopen the prosecution for the consideration of an 
amendment relating to specific matters not theretofore considered. I am of the 
opinion that the decision of the Assistant Commissioner denying entry of such 
amendment was proper and it should not be disturbed. 

The petition is denied. 
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EX PARTE LUCIEN LELONG, INC. 


Commissioner of Patents—November 13, 1951 


TrADE-Mark Act oF 1946—REGISTRABILITY—SECTION 2(f) 
TRADE-MarKs—Worps INCAPABLE OF EXCLUSIVE APPROPRIATION—DESCRIPTIVENESS 
“Solid” held primarily descriptive of stick cologne and not registrable under section 
2(f) of 1946 Act. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark by Lucien Lelong, Inc. Applicant 
appeals from refusal of registration, under 1946 Act. Affirmed. 

Wilkinson, Huxley, Byron & Hume, of Chicago, IIl., for Applicant. 
KLINGE, Assistant Commissioner: 

The applicant appeals from the decision of the Examiner of Trade-Marks 
refusing registration of the word “Solid” for stick cologne on an application filed 
on the Principal Register in accordance with the provisions of Section 2(f) of the 
Act of 1946. The refusal to register the applicant’s mark is on the ground that 
the word “Solid” when used in conjunction with stick cologne is not only merely 
descriptive of the product, but is incapable of distinguishing the applicant’s product 
from similar goods of others. The question here presented was also considered on 
appeal in a cancelation proceeding, decided October 3, 1951 [41 T. M. R. 1037], 
involving the applicant’s trade-mark registration No. 500,262, for the word “Solid,” 
issued on the Principal Register of the Act of 1946 for the same goods. That reg- 
istration did not claim the benefits of Section 2(f). 

It appears from the record of the cancelation proceeding, which has been con- 
sidered in connection with the present appeal that the word “Solid” has long been 
used in the trade to designate the type of cologne product to which the word 
“solid” is here applied to distinguish such product from liquid cologne. As the 
examiner points out, the term “Solid” has been used throughout the trade to dis- 
tinguish cologne and other related products sold in solid form such as perfumes, 
toilet water, brilliantines and deodorants from similar goods which are in liquid 
form. Solid products of this kind have certain advantages over similar liquid 
products in that they neither spill nor leak. Since the word “Solid” describes the 
character of the product with which it is used it is the examiner’s view that the 
word is incapable of distinguishing the applicant’s goods from similar goods of 
others. In support of his position the examiner cited several publications, among 
them The American Perfumer and Essentials Oils Review of October 1950, in 
which appears an article entitled “How to Make Solid Colognes” by Maison G. de 
Navarre in which this statement appears: 

“Solid, stick or frozen colognes as they are sometimes called are simply a solidified, 

molded form of cologne * * *” “* * * ordinarily from 2-5 per cent of perfume is used 

in formulating a solid or stick cologne.” 


Hence it is that “solid” is a general term used in the trade and also is used inter- 
changeably with the word “stick.” 

While the word “Solid” is obviously not descriptive of liquid cologne as the 
applicant argues, the fact is that the product to which the applicant applies its 
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mark is not liquid cologne per se, but is a product in solid form composed of soap 
and liquid cologne. It is considered that the applicant’s mark is a word, the most 
common meaning of which is clearly descriptive of the applicant’s goods in that it 
describes the form of the product which the applicant sells. 

In regard to the applicant’s claim of exclusive use of the mark, the examiner 
failed to see how the applicant can claim exclusive use of a term which has such 
general application in the trade and which competitors are free to use, and do 
use, in describing the character of similar goods of their own. As stated in the 
decision in the cancelation proceeding, the notation “Solid” being primarily de- 
scriptive of the form of the product to which the applicant applies its mark, it is 
one which not only clearly describes the form of the applicant’s goods, but also the 
goods of others who have used the word “Solid” in connection with cosmetics of 
various kinds which are characterized by a solid body, including cologne, to dis- 
tinguish them from the usual liquid form in which they are marketed. 

The decision of the Examiner of Trade Marks is affirmed. 





EX PARTE I. LEWIS CIGAR MANUFACTURING COMPANY 


Commissioner of Patents—November 28, 1951 


Trave-Mark Act or 1946—REeEcIsTRABILITY—SECTION 2(e) and 2(f) 


Trape-Marks—REGISTRABILITY—SURNAMES 
“S. Seidenberg & Co’s.” held primarily merely a surname and not registrable on 
Principal Register under 1946 Act, without reliance on provisions of section 2(f). 
Expression “& Co’s.” held to add nothing distinctive to applicant’s mark. 
Prior 1905 Act registration of applicant’s mark held to have no bearing on regis- 
trability of applicant’s mark here. 


Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark by I. Lewis Cigar Manufacturing 
Company. Applicant appeals from refusal of registration, under 1946 Act. 
Affirmed. 
Hauff & Warland and James M. Mason, of New York, N. Y., for Applicant. 
KuINcE, Assistant Commissioner: 

Applicant appeals from the decision of the Examiner of Trade-Marks refusing 
registration to the applicant on the Principal Register under the Trade-Mark Act 
of July 5, 1946, the trade-mark “S. Seidenberg & Co’s.” 

The ground of refusal stated by the examiner is that the mark presented is 
predominantly merely a surname, and therefore not proper subject matter for regis- 
tration on the Principal Register without reliance on the provisions of section 2(f). 
As support for the refusal to register, the examiner relies upon the decision in 
Ex parte Sears, Roebuck and Co., 642 O. G. 1256, 87 U. S. P. Q. 400. 

Applicant contends that the mark “S. Seidenberg & Co’s.” cannot be called 
“primarily merely a surname” because the expression does not merely involve the 
addition of initials to the name “Seidenberg” which, standing alone, is unquestion- 
ably merely a surname, but the use of the expression “S. Seidenberg & Co’s.” in the 
possessive sense is distinctive in itself. It is submitted that the terminal portion 
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“& Co’s.” is not to be disregarded is the same manner in which it would be if 
employed in the conventional abbreviation of the term “and Company.” 

In the Sears, Roebuck and Co. case relied upon by the examiner, it was held 
that the term “J C Higgins” was unregistrable because the addition of initials to 
the surname does not change the mark as a whole from being primarily merely a 
surname. It is my view that in the present case “S. Seidenberg” without the terminal 
portion “& Co’s.” would be clearly unregistrable as a trade-mark because it is 
primarily merely a surname for the same reasons stated in the Sears, Roebuck and Co. 
decision, and I am further of the opinion that the addition of the expression 
“& Co’s.” adds nothing distinctive in the applicant’s mark since it has been the 
uniform practice to ignore such expressions on the theory that they do not serve 
to identify any particular company. The possessive form in which the expression 
“& Co.’s” appears is considered of no significance in this regard any more than if 
the “‘’S” had been appended to the surname “Seidenberg.” 

The case of Ex parte Dallioux, 629 O. G. 879, 83 U. S. P. Q. 262, referred to 
by the applicant has been considered, but is found to have no application to the 
facts of the present case. 

The applicant states that the term “S. Seidenberg & Co’s. as it appears in the 
drawing of the present case was previously registered under the Act of 1905 as 
registration No. 313,810 on June 12, 1934, which registration is valid and subsisting 
and has not been abandoned. Since the term as a whole has been registered for a 
period considerably in excess of five years prior to the present application and has 
been in continuous use, it is the applicant’s belief that “this is a proper subject for 
registration on the Principal Register of the Act of 1946.” I do not consider that 
contention to be sound. Applicant’s registration under the Act of 1905 can have no 
bearing on the registrability of the same mark upon the Principal Register of the 
Act of 1946. While it may well be that the use by the applicant of its mark may 
qualify for registration under the provisions of section 2(f) of the Act of 1946, 
applicant does not seek registration under this provision of the Act. 

The decision of the Examiner of Trade-Marks is affirmed. 


EX PARTE THE B. F. GOODRICH COMPANY 


Commissioner of Patents—November 28, 1951 


TraDE-MarKs—REGISTRABILITY—GENERAL 
In determining registrability of claimed mark, question to be first decided is whether 
or not mark satisfies definition of a trade-mark regardless of its form. 
To be registrable on Principal or Supplemental Register mark must first be capable 
of distinguishing applicant’s goods from those of others. 
TraDE-Marks—WorpDs INCAPABLE OF EXCLUSIVE APPROPRIATION—PARTICULAR INSTANCES 
Phrase “best in the long run” held merely a laudatory phrase, incapable of dis- 
tinguishing or identifying applicant’s tires. 


Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark by The B. F. Goodrich Company. 
Applicant appeals from refusal of registration on principal register, under 1946 Act. 





80 TRADE-MARK REPORTER 


Affirmed. 
Harold S. Meyer, of Akron, Ohio, for Applicant. 
KLINGE, Assistant Commissioner: 

The applicant, The B. F. Goodrich Company, appeals from the decision of 
the Examiner of Trade-Marks refusing registration upon the Principal Register 
under the Act of 1946, as a trade-mark, the expression “best in the long run” for 
“pneumatic tires.” Registration was refused on the ground that the quoted ex- 
pression is a slogan and as such may only be registered on the Supplemental Register. 

The issue, as expressed by the examiner, is not registrability of the mark, 
but the question of whether the mark is registrable on the Principal Register or on 
the Supplemental Register. The examiner based his decision squarely upon the 
decision in Ex parte American Enka Corporation, 62 O. G. 972, 81 U.S. P. Q. 476. 

It is applicant’s position that the only permissible grounds for rejecting or 
refusing to register a trade-mark on the Principal Register are those contained in 
the subparagraphs of section 2, since the preamble of section 2 of the Act expressly 
states that, ““No trade-mark by which the goods of the applicant may be distin- 
guished from the goods of others shall be refused registration on the Principal 
Register on account of its nature,” subject to certain exceptions which need not be 
mentioned at this point. 

In the decided case, upon which the examiner relies, the real issue involved was 
stated by the applicant to be ‘whether an expression constituting an identifying 
combination of several words has been used in such a manner as to acquire trade- 
mark status.” As stated by the Assistant Commissioner in deciding the case, the 
question to be considered for the purposes of that appeal was not whether applicant’s 
mark was a slogan, but whether or not the phrase there under consideration, “The 
Fate of a Fabric Hangs by a Thread,” is a trade-mark, is used and functions as a 
trade-mark, and is capable of identifying applicant’s goods and distinguishing them 
from those of others. It is true that during the prosecution of the application there 
involved both the examiner and the applicant discussed the question of whether 
slogans are registrable on the Principal Register or on the Supplemental Register. 
The Assistant Commissioner in his decision commented upon that discussion stating, 
that while it may be that there are words functioning as trade-marks which might 
also be considered to be a slogan, slogans “‘as such” cannot be considered registrable 
on the Principal Register. He also stated that only in connection with the Supple- 
mental Register, and with service marks, are slogans “referred to” in the Act as 
registrable. 

Applicant does not deny that the words sought to be registered constitute a 
slogan, but takes the position that registration should be granted on the Principal 
Register because the words “best in the long run” actually serve to identify appli- 
cant’s goods in the minds of the purchasing public. That is the sole issue involved 
in this appeal, as it was in the American Enka Corporation case, supra. 

In order for a mark to be registered as a trade-mark on the Principal Register, 
or on the Supplemental Register, it must first of all be capable of distinguishing 
the applicant’s goods to identify and distinguish them from those manufactured or 
sold by others. 
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The question to be first decided, then, is whether or not that phrase satisfies 
the definition of a trade-mark, regardless of its form. It is my view that it does 
not, for the reason that it amounts to nothing more than a laudatory phrase which 
is incapable, in and of itself, of distinguishing the applicant’s goods from those 
manufactured or sold by others. Alone, it is incapable of distinguishing or identi- 
fying the tires of any particular manufacturer, since it merely indicates that the 
tires sold by applicant are the best, all things considered. Furthermore, the phrase 
sought to be registered appears in small letters on the labels submitted with the 
application, along with the name of the applicant company and its registered trade- 
mark “Silvertown,” and is less prominently displayed than any of the other printed 


matter appearing therewith. I am unable to find that the phrase either inherently, 
or as used, serves the purpose of a trade-mark capable of distinguishing applicant’s 
goods from like goods of others; it merely suggests the quality of such goods. Com- 
pania “Ron Bacardi,” S. A. v. Ronrico Corporation, 83 U. S. P. Q. 473; Ex parte 
Horn @ Hardart Baking Co., 624 O. G. 1257, 88 U.S. P. Q. 27. 

The decision of the Examiner of Trade-Marks refusing registration of appli- 
cant’s phrase on the Principal Register is affirmed. 


EX PARTE CHADBOURN HOSIERY MILLS, INCORPORATED 


Commissioner of Patents—November 29, 1951 


Trape-Mark Act oF 1946—REGISTRABILITY—SECTION 2(f) 
V-shaped pattern in toe or vamp of applicant’s hosiery held nothing more than an 
ornamental design which is an integral part of the goods and not a trade-mark under 
section 2(f) of 1946 Act. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark by Chadbourn Hosiery Mills, Incor- 
porated. Applicant appeals from refusal of registration under section 2(f) of 1946 
Act. Affirmed. 

Parrott, Richards & Sims, of Charlotte, N. C., for Applicant. 
KuncE, Assistant Commissioner: 

This is an appeal from the decision of the Examiner of Trade-Marks refusing 
registration to the applicant, Chadbourn Hosiery Mills, Incorporated, on the Prin- 
cipal Register in accordance with the provisions of section 2(f) of the Act of July 5, 
1946, of the representation of a stocking having a V-shaped pattern in the toe portion 
or vamp thereof, for use on hosiery. 

As shown in the drawing of the present application, the trade-mark consists 
in its entirety of the hyphenated word “Vamp-Toe” in association with the V-shaped 
pattern above referred to. Since the hyphenated word “Vamp-Toe” has already 
been registered under the provisions of section 2(f) of the Act of 1946, registration 
No. 524,962, dated May 9, 1950, the present appeal does not involve the registrability 
of this hyphenated word, but is concerned solely with the question of whether the 
V-shaped pattern in the toe of applicant’s hosiery is registrable. Exclusive use of the 
V-shaped pattern for over 25 years is claimed by the applicant. 
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The examiner bases his refusal to register the mark on the ground that the 
V-shaped pattern in the toe is designed to serve a utilitarian function, being an 
integral part of the applicant’s hosiery. The applicant concedes that if the V-shaped 
pattern is functional within the meaning of that term, the trade-mark of the appli- 
cant would not be registrable. 

The examiner relies principally upon the decision in In re Vertex Hosiery Mills, 
18 C. C. P. A. 725, 45 F. 2d 249, 7 U.S. P. Q. 252, wherein the Court of Customs 
and Patent Appeals refused to register an alleged mark, applied to hosiery, in the 
form of a ridge composed of courses of loops completely encircling the stocking 
affixed by knitting on the outer surface thereof, the ridges being of the self-color of 
the hosiery. In that case the court considered that the ridge, functioned as integral 
parts of the stockings, possessed certain mechanical advantages and affirmed the 
decision of the Commissioner of Patents who stated that a trade-mark, as construed 
by the adjudicated cases, cannot be an integral part of the goods and function in 
connection with the latter. The examiner also relied upon the case of Ex parte 
Root Glass Company, 151 Ms. D. 623, 18 T. M. Rep. 260, involving a mark com- 
prising an ornamental design used on glass bottles. Registration was refused by the 
First Assistant Commissioner who stated: 


“The alleged trade-mark here under consideration is nothing but an ornamental 
design for a glass bottle, and is not believed to be a trade-mark at all. Persons seeing 
the article would not get any impression that the design or ornamentation indicated 
ownership or origin. It is plain the trade-mark law does not contemplate registra- 
tion as a trade-mark of merely structural integral portions of the complete article 
itself, which portions are added for ornamental or utility purposes.” 


The principal advantage advertised for the applicant’s V-shaped toe is that it is 
more suitable for today’s lower-cut shoe styles and gives greater protection against 


wear. 

The applicant argues that the mere fact that a trade-mark is an integral part 
of the goods is not grounds for refusing registration; merely because the vamp or 
reinforcing area of a stocking serves a function, it does not follow that the V-shaped 
mark embodied therein is likewise functional and not registrable. Applicant urges 
that the test is not whether the vamp or the reinforcing areas of the stocking serve 
a useful function, a more accurate test being whether the form which constitutes 
the trade-mark symbol affects the manufacture or performance of the structure. In 
the present case the V-shape, it is contended, does not affect the purpose of the hose 
or of the vamp, since they function precisely the same as if the conventional square 
shape of vamp were used. That is, any vamp reinforcement formed in the toe of 
hosiery serves the primary function of reinforcement, but the fact that a V-shape is 
embodied in the vamp does not affect the action or performance of either the hose 
or the vamp. It is clear, however, that the V-shape has a distinct advantage from 
the point of view of its design, as the applicant’s advertisements clearly point out. 

In the final analysis the question here presented is whether the illustration of 
the V-shaped pattern which is formed in the vamp or the toe of the applicant’s 
hosiery is a trade-mark under section 2(f) of the Act of 1946, capable of distinguish- 
ing the applicant’s goods so as to indicate the source of origin thereof. It is my 
conclusion that it does not because the V-shape here sought to be registered is nothing 
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more than a design which is an integral part of the structure of the goods, serving 
an ornamental purpose as part of the vamp itself without which there would be no 
V-shaped portion. Ex parte Master Lock Company, 637 O. G. 1298, 86 U. S. P. Q. 
275. 

The decision of the Examiner of Trade-Marks is affirmed. 


EX PARTE MARCALUS MANUFACTURING CO. 


Commissioner of Patents—November 29, 1951 


TrapE-Mark Act or 1946—RENEWALS—SECTION 9 


TRADE-MARKS—PLEADING AND PracTICE—RENEWALS 
Matter of filing renewal application is controlled by statute and Commissioner held 
to have no discretionary power to accept an application for renewal which was not 
filed within the time provided by section 9 of 1946 Act. 


Petition to Commissioner of Patents. 

Application by Marcalus Manufacturing Co. for renewal of trade-mark reg- 
istration. 

Petition that application for renewal be accepted and filed nunc pro tunc 
denied. 

Robert F. Beck, of Patterson, N. J., for petitioner. 
K.IncE, Assistant Commissioner: 

This is a petition to the Commissioner of Patents requesting that an application 
for renewal of the petitioner’s trade-mark registration No. 284,498, granted June 
30, 1931, be accepted and filed nunc pro tunc, as of September 30, 1951. 

It appears from reasons given in the petition that the application for renewal 
was not filed within the time permitted by statute, namely on or before June 30, 
1951, or on or before September 30, 1951 with the fee for late filing, through in- 
advertence. 

Section 9 of the Trade-Mark Act of 1946 provides: 


“Each registration may be renewed for periods of twenty years from the end 
of the expiring period upon the filing of an application therefor accompanied by an 
affidavit by the registrant stating that the mark is still in use in commerce and the 
payment of the renewal fee required by this Act; and such application may be made 
at any time within six months before the expiration of the period for which the 
certificate of registration was issued or renewed, or it may be made within three 
months after such expiration on payment of the additional fee herein provided.” * * * 


While the reasons given for failure to file the said application for renewal 
within the time required might be considered persuasive if the present application 
could be accepted within the discretion of the Commissioner, the matter of the 
filing of a renewal application is one controlled by the statute, as to which the 
Commissioner has no discretionary power. In this connection see Ex parte Larus 
& Brother Company, 518 O. G. 781, 46 U.S. P. Q. 391; Ex parte Regal Shoe Com- 
pany, 1 U.S. P. Q. 225. 

The petition is denied. 
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